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BY  H.  RUTHERFORD  TURNBULL,  III 


OVER  THE  PAST  SEVERAL  YEARS,  the  national  interest  in  the  concept  of  federal 
re\'eniie  sharing'  has  increased  remarkably.  In  the  past  four  years  alone,  more 
than  100  bills  were  inuoduced  in  Congress;  at  least  47  already  ha\'e  been  introduced  in  the  first 
session  of  the  Ninety-first  Congress;  the  Nixon  Administration  recently  announced  its  own 
revenue-sharing  plan;  and  the  National  Commission  on  Urban  Problems  (the  Douglas  Com- 
mission) has  strongly  advocated  that  Congress  enact  revenue-sharing  legislation.  This  article  will 
set  forth  some  major  features  of  the  concept,  call  attention  to  some  noteworthy  legislative  trends 
and  proposals,  ancl  illustrate  iHiefly  ho^v  it  might  uork  Avith  respect  to  North  Carolina. 

Federal  revenue  sharing  was  proposed  in  1964  by 
Walter  \V.  Heller,  then  cliainnan  of  the  President's 
Council  of  Economic  Advisors,  and  later  by  Joseph 
A.  Pechman,  then  ehairtnan  of  a  task  force  appointed 
bv  President  [ohnson.  It  is  conceived  as  a  wav  to 
overcome  "fiscal  drag"  caused  by  an  anticipated  fed- 
eral fiscal  surplus  in  the  absence  of  full  employment 
upon  the  end  of  the  Vietnam  conflict,  and  also  is 
advanced  as  a  metliod  of  assisting  financially  hard- 
pressed  state  and  local  go\ernments. 

Under  the  plan,  the  federal  government  would 
distribute  a  "specified  portion  of  the  federal  individual 
income  tax  to  the  States  each  vear  on  a  per  capita 
basis,  with  next  to  no  strings  attached.  The  distrilni- 
tion  would  be  over  and  above  existing  and  future  con- 


ditional grants."!  yj-^p  implications  are  best  under- 
stood if  one  considers  that  the  amount  to  be  distrib- 
uted represents  a  ".share  in  the  nation's  economic 
gro\\'th"'2  and  that  the  plan  can  be  financed  out  of  the 
growth  without  cutting  back  present  f'_'deral  spending 
for  otlier  purposes.  Under  the  proposal,  a  percentage 
of  individual  income  tax  receipts  (not  all  tax  receipts 
and  not  the  vield— which  includes  uncollected  taxes) 
\\()>ild  he  made  axailable  for  distribution. 

Heller  conceded  that  the  competing  demands  for 
expenditmi"  increasi's  and  for  federal  tax  cuts  prob- 

1,  W.  Heller.  New  Diivtensions  of  Polotical  Economy  145  (1966) 
(liereinafter  New  Dimensions):  Heller,  A  Syvipathetic  Re- 
appraisal of  Revenue  Sharing  in  Heller  et  al.,  revenue  sharing 
AND   THE  CITY    6    11968)     I  hereinafter    Sympathetic   Reappraisal). 

2.  Heller.  New  Dimensions  149. 


;il)lv  would  i-t,-(iuii-c  that  the  plan  lH<j;in  at  oiK'-half  of 
1  percent,  or  possibK  1  pcieent.  and  linild  up  to  2 
percent  of  the  base.'  He  said  that  2  percent  of  net 
ta.\al)le  income  of  indi\iduals  would  ha\e  yielded  85.6 
liillion  for  .sharinij  in  1966  and  86.0  billion  in  1967. 
and  that  t-ach  percentage  point  of  this  base  would 
lia\e  \ielded  8.3.0  billion  a  year  and  ha\-e  cost  the 
fcd(  ral  <jo\-crninent  about  .5  percent  of  its  indhidual 
incuiiie  tax  re\enues.  In  spite  of  four  recessions  since 
Woild  War  II.  grants  under  the  plan  would  have 
iner.-ased  annuallv  i  fiffurintr  from  1949  I  except  for  a 
decline  of  one-tenth  of  1  percent  in  195S.  The  income- 
tax  base  liad  grown  from  86-5  billion  in  1946  to  an 
estimated  8300  billion  in  1967.  and  from  31  percent 
of  GXP  in  1946  to  an  estimated  3S  percent  in  1967. 
Heller  assumed  a  6  percent  annual  growth  in  the 
monev  GXP  and  an  income  tax  growth  20  percent 
faster  than  GXP  growth. 

Peehman  was  mor(>  flexible  in  t\ing  the  grants  to 
a  fixed  percentage  of  a  growing  tax  base,  suggesting 
that  the  base  could  be  either  total  federal  revenues, 
total  income  tax  collection,,  or  indi\idual  income  tax 
receipts.'^ 

Political  economist  George  Break  has  written: 

If  imconditional  federal  grants  are  initiated. 
the\'  should  be  responsi\-e  to  economic  growth  and 
to  rising  price  le\els.  since  state-local  fiscal  deficien- 

3    J.  Pechman,  FIN..1NXING  St.ate  .^nd  Loc.u.  Government  83   (Re- 
print No.  103,  The  Brookings  Institution,  Washington.  D.  C.  1965i. 


eies  are  likelv  to  increase  with  both.  One  wav  of 
doing  this  and  of  helping  states  to  plan  bv  enabling 
them  to  forecast  their  future  grant  receipts  with 
reasonable  accurac\"  would  be  to  distribute  each 
vear  .v'r  of  the  federal  indi\"idual  income  tax  base, 
that  is.  .v'f  of  the  total  taxable  income  reported  on 
federal  individual  tax  returns.  Between  19.55  and 
1963.  while  its  statutor\-  definition  remained  un- 
changed, the  base  grew  bv  64?.  compared  to  an 
increase  of  onlv  47?  in  GXP.  If  this  relation.ship 
continues  to  hold  and  GXP  grows  at  .5?  per  annum, 
taxable  income  should  rise  from  nearh'  8245  billion 
in  1965  to  8340  billion  in  1970.  Grants  that  were 
proportional  to  the  individual  income  tax  base, 
then,  would  ha\"e  a  significant  built-in  growth  com- 
ponent. Some  automatic  fall-offs  during  recessions 
could  be  expected,  but  for  short  economic  declines 
the  loss  of  grant  funds  is  not  likelv  to  be  great,  and 
in  more  severe  recessions  Congress  could,  if  it 
wished.   pro\4de   supplenientar\-  allocations.'* 

Under  Heller's  plan,  distribution  of  the  funds 
would  not  be  contingent  on  federal  surpluses  and 
would  not  he  cut  back  or  withheld  if  there  were  a 
deficit  in  the  federal  budget.  Funds  would  be  pa\able 
—at  whate\-er  percentage  Congress  provided— "through 
thick  and  thin."^  The  hitch,  of  course,  is  that  Congress 

4-  G.  Bbe.ak.  Intebgovernment.al  Fiscal  Rel.ations  in  the  United 

St.«es   156    (The  Brookings  Institution,  Washington.  D.   C.,   1967). 

5.  Sympathetic  Reappraisal   10.   See  also   Heller,   New  E)imen- 

SIONS   150. 


Riid  TurnbuU  is  new  to  the  Institute  staff  this  year.  He  is  a 
araJuate  of  Johns  Hopkins  I'niicrsitij.  and  Iiis  laic  dc'j.ree  comes 
from  the  University  of  Maryknut.  After  scccr(d  years  in  jiriiate  prac- 
tice in  Baltimore,  he  earned  an  LL.M.  dci^ree  from  the  Harvard 
Laic  ScJwoJ  last  year,  sj)ceializinci  in  urban  Jaic.  He  has  icritten  a 
detailed  critical  anahjsis  of  revenue  sJiarin'j,  that  ivilJ  a])pear  in  29 
Md.  L.  Rev.  (Fall  1969). 
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could  iTcliKc  the  pcrcfiitam'  in  tliiTi  times.  This  raises 
the  possihiht^'  that  tlii'  pereeiitase  woukl  lie  iies^oti- 
ated  \carl\-  ( Heller  or  Peehman  ha\e  not  sugp;ested 
this  course).  In  an\'  exi'ut,  ('ongress  would  lie  able  to 
re\ise  the  percentage  as  it  saw  fit,  a.ssuniing  political 
feasihilitw 


do\  ol  letleral  controls,  as  Break  noted,  is  that,  on  the 
one  liand,  irrcspon.sihic  .state  or  local  l>eha\ior  vir- 
tu.ilK  ici|uires  the  imposition  of  detailed  federal  con- 
trols while,  on  the  other.  su(h  controls  cannot  readiU' 
lie  adapted  to  the  great  \ariet\'  o(  conditions  in  the 
diller(  nt  states. 


I' 


Rut  political  feasiliilit\-  cannot  ln'  assumed;  it  i.s 
not  a  simple  matter  to  cut  oif  aid  once  begun,  al- 
though reducing  its  quantity  might  lie  easier.  Also, 
political  considcration.s  may  haye  to  bow  to  budgetary- 
planning:  .state  fiscal  programs  must  be  planned  on  a 
constant  and  deti'nninable  basis.  One  sohition  to  these 
problems  would  be  a  proxision  in  the  federal  legis- 
lation for  till'  percentage  of  the  grant  to  increase  an- 
nualK-  to  a  fixed  ma.xinnnn.  If  reyenue  sharing  becanu' 
an  nnpo]iular  conce]it,  the  automatic  increase  could 
bi'  dt'uicd  by  amendment,  but  a  total  ent-off  or  e\en 
a  reduction  of  aid  could  be  a\'oided. 

The  funds  would  lii'  placed  in  trust  and  distributed 
periodically.  The  use  of  the  trust-fund  vclTicle  indi- 
cates that  the  states  are  to  rccci\'e  the  mone\-  as  a 
matter  of  right.  It  also  frees  the  bnids  from  the  annual 
appropriation  process. 

A  significant  element  of  reyenue  sharing  as  pro- 
posed b\'  Heller  and  Peehman  is  tliat  "next  to  no 
strings"  woukl  be  attached  to  the  use  of  the  mone\' 
by  the  states.  (This  in  )iart  reflects  the  growing  dis- 
satisfaction with  federal  controls  imposed  on  cate- 
gorical grants  to  the  states. )  Heller  argued  that  there 
should  be  few  limitations  on  the  use  of  tlic  funds: 
such  limitations  are  inconsistent  with  the  purpose  of 
enlarging  the  states'  area  of  "fiscal  discretion"  and 
would  impose  obstacles  to  liuilding  up  the  "vitality, 
efficiency,  and  fiscal  independence  of  State-local  go\'- 
emments."''  Peehman  has  maintained  that  one  restric- 
tion on  the  use  of  the  funds  should  be  compliance 
with  all  applicable  local,  state,  and  federal  laws  (par- 
ticularly the  Ci\il  Rights  Acts)  bv  their  recipients.  He 
suggested  that  states  be  refphred  to  file  statements 
with  the  federal  agency  sujicrxising  the  distribution 
that  would  reveal  in  detail  how  the  funds  would  be 
used  and  therefore  would  indicate  whether  they  will 
be  used  toward  the  solution  of  "national"  problems 
within  the  recipient  state.  He  added  that  Congress 
might  s]iccif\'  the  "general  areas"  it  I'egards  as  "most 
urgent,  including  a  recommendation  for  making  funds 
a\ailable  for  local  governments."  Finally,  he  suggested 
that  Congress  might  requLre  that  go\'ernors  "consult 
with"  local  officials  and  representati\es  of  citizen  or- 
ganizations before  incorporating  the  federal  distribu- 
tion in  state  budgets,  to  insure  that  the  use  of  the 
funds  "reflected  a  broad  range  of  opinion.""  The  para- 


6.  Heller.  New  Dimensions  147.  and  Heller.  Sympathetic  Re- 
appraisal 5.  See  also  TurnbuU.  RcstrictiuQ  the  Unrestricted  Fed- 
eral  Grant,   2   The   URB.'iN    Lawyer —  (Winter.    19701, 

7.  Pechman.  Financing  Staie  and  Local  Government  83.  and 
Peehman.  Money  for  the  States  in  Joint  Economic  Committee  of 


cller  has  taken   the  position  that  distribution  of 
cdci'al    clixidcnd   should   be   essentialK'   on    a   per 


di, 

capita  basis 


Pel-  capita  sharing  would  transfer  some  funds 
liom  states  with  high  incomes— and  thi'refore  high 
per  capita  income  tax  liabilities— to  low-income,  low- 
tax  states.  II  the  modest  ef|ualization  implicit  in  per 
cajiita  sharing  were  deemed  too  limited,  a  per- 
centage—say 10  to  20  percent— could  be  set  aside  for 
supiilements  to  states  with  low  per  eajiita  income, 
or  a  high  incidence  of  pox'crtv,  dependency,  or  ur- 
banization.^ 

Pechman   also  has   contended   tliat   distribution   on   a 
per  capita  basis  is  ad\isable,  lieeause  population  is: 

.  .  .  the  sinijilcst  and  most  appropriate  measure  of 
the  relation  between  need  and  capacity.  .  .  .  On 
the  one  hand,  population  is  a  reasonably  good  in- 
dicator of  the  general  need  for  public  services.  On 
the  other  hand,  a  r.cv  capita  allocation  would  make 
some  allowance  tor  \ar\'ing  capacit\':  since  the 
residents  of  high-income  states  pay  more  federal 
taxes  per  capita  than  do  residcMits  of  low-income 
states,  distribution  on  a  per  capita  basis  would  re- 
distribute resources  fiom  high-income  states.^ 

He  has  maintained  that  greater  eciualization  can 
be  achieved  li\'  using  a  small  part  of  the  federal  funds 
(  10  percent )  for  onh'  the  poorest  third  of  the  states. 
"Poor"  states  could  be  identified  in  terms  of  the  ratio 
of  a  state's  population  to  national  population,  adjusted 
to  take  account  of  ]ier  capita  personal  income^"  and 
the  state's  capacitN'^^  or  cftort^^  to  tax,  compared  with 
the  capacity  and  effort  of  all  other  states.  This  de\'ice 
also  might  induce  the  states  to  maintain  their  revenue 
clforts  and  not  succumb  to  the  temptation  to  use  the 
federal  funds  to  decrease  their  revenue  efforts.  Heller 
suggests  that  the  states  that  already  ha\'e  below  par 
tax  cHorts  or  that  cut  their  taxes  in  response  to  the 
federal  subsidy  should  be  penalized  b\'  a  reduction 
in  tlieir  allotments,  while  states  that  make  a  high  tax 
cflort  oi'  increase  that  efTort  should  receive  larger 
allotments. '5 


Congress.  Subcommittee  on  Fiscal  Policy.  2  Revenue  Sharing  and 
Its  Alternatives:  What  Future  for  Fiscal  Federalism  (90th  Cong.. 
1st  Sess.  786    (19671    (hereinafter  Revenue  Sharing). 

8.  Heller.  New  Dimensions  146-47.   154-55. 

9.  Pechman,  Financing   State  and  Local  Government  83. 

10.  Id. 

11.  Pechman.  Federal  Tax  Policy  227. 

12.  Id. 

13.  Heller.    New    Dimensions    156;     Heller.    Sympathetic    Reap- 
praisal 8. 
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PASS-THROUGH  PROBLEMS 

One  highl\"  contro\ersial  question  is  whether  the 
funds  should  be  distributed  solelv  to  the  state  go\ern- 
ment  or  whether  a  portion  should  be  "'passed  through" 
the  state  to  the  local  go\-ernment  subdivisions  of  the 
state.  The  matter  is  controversial  in  part  because:  (1) 
revenue  sharing  is  being  advanced  as  a  wav  to  help 
solve  the  "urban  crisis,"  the  unrestricted  funds  being 
allotted  directlv  to  the  cities;  (2)  a  major  realignment 
of  the  federal  s\-stem  might  occur  if  the  state  govern- 
ments are  b\--passed  in  favor  of  direct  allocations  to 
the  subdi\-isions;  and  (3)  a  satisfacton,-  determination 
of  the  formula  for  pass-through  is  difBcult. 

Anv  legislation  that  specifies  the  portion  of  the 
pass-through  mav  be  criticized  on  the  grounds  that 
the  \\ide  \ariations  among  states  in  both  ( 1 )  the 
relative  sharing  of  responsibilities  for  major  govern- 
mental functions,  and  ( 2 )  the  practices  in  state  aid  to 
localities  make  such  a  provision  inappropriate.  On  the 
other  hand,  \\hile  bills  that  set  a  minimum  percentage 
for  intrastate  apportionment  can  assure  a  pass-through 
of  at  least  that  percentage,  in  practice  the  minimum 
might  be  taken  as  a  ma-\imum.  FinalK',  in  the  absence 
of  pass-through  provisions,  there  is  no  assurance  that 
the  states  would  share  funds  with  their  subdivisions 
in  an  amount  sufficient  to  enhance  the  abilitv  of  the 
subdi\isions  to  deal  with  their  fiscal  problems. 

When  Heller  first  suggested  revenue  sharing,  he 
dodged  the  issue  of  "\\hether  to  leave  the  fiscal  claims 
of  the  localities  to  the  mercies  of  the  political  process 
and  the  institutional  realities  of  each  state,  or  to  re- 
quire a  pass-through  to  them."^''  He  adwanced  various 
arguments  for  leaving  the  widest  possible  discretion 
to  the  states  in  the  expenditure  of  the  funds :  ^^  ( 1 )  a 
requirement  that  a  set  percentage  or  amount  should 
go  to  local  go\ernments  "might  encumber  the  plan 
with  the  rigidities  it  is  designed  to  avoid";  ( 2 )  states 
"differ  greatlv  in  their  division  of  responsibilities  and 
finances  bet^veen  state  and  local  governments";  (3) 
among  the  states  there  are  "substantial  varieties"  in 
the  allocation  of  functional  responsibilities;  (4)  states 
employ  differing  fonnulas  for  intrastate  aid  and  shared 
taxes;  (.5)  the  states  already  are  raising  sizable 
amounts  of  re\enue  for  local  go\ernments;  and  (6) 
state  reapportionment  will  enable  the  financiallv 
hardest-pressed  local  go\emments— the  urban  areas— 
to  realize  a  greater  share  of  the  state's  share.  In  addi- 
tion, he  rejected  the  claim  that  state  and  local  gov- 
ernments are  so  inefficient,  wasteful,  and  corrupt  that 
they  are  "unworthy  of  anything  but  tightly  controlled 
federal  support.""^  Finally,  he  took  issue  with  those 
who  argue  that  the  states  would  not  apply  the  federal 

14.  Heller.  New  Dimensions  156. 

15.  Id.  at  159-65. 
15.  Jd.  at  163-64. 


funds  toward  the  solution  of  those  problems  that 
should  recei\'e  high  national  prioritv. 

Xe\ertheless,  Heller  concluded  in  1967  that  "the 
legitimate— and  pressing— claims  of  local  go\'cmment 
require  explicit  recognition  in  the  basic  fonnula  of 
re\'enue  sharing"  and  that: 

...  in  light  of  urgent  local  needs,  especially  in 
urban  areas— and  observing  the  tendency  of  many 
state  legislators  to  lean  to  more  generous  ser\'ice 
standards  at  the  state  than  at  the  local  level— I  have 
been  persuaded  .  .  .  that  setting  a  minimum  per- 
centage pass-through  is  desirable  to  recognize  the 
legitimate  claims  of  local  gowmment.i'' 

Confessing  the  difRcult\'  of  de\  ising  a  formula,  he  fell 
back  on  a  simple  minimum  percentage,  preferably  50 
percent.  "This  leaves  the  form  and  di\ision  of  the 
localities'  shares  to  the  states'  discretion.  This  would 
put  pressure  on  the  states  to  recognize  local  needs 
while  letting  each  state  adapt  the  precise  form  and 
division  of  the  local  share  to  its  particular  pattern  of 
local  needs. "18 

Heller  has  been  troubled  by  the  obvious  implica- 
tions of  pass-through:  "a  major  flow  of  unconditioned 
federal  funds  directlv  to  the  cities  would  represent  a 
basic  realignment  of  powers  in  our  federalism  and 
should  be  recognized  as  such."'^  Before  making  his 
pass-through  suggestion,  he  would  have  been  content 
to  re(|uire  that  the  lexel  of  the  state's  financing  of 
local  government  services  be  continued,  accounting 
from  the  time  the  state  first  received  the  fiscal  divi- 
dend, in  recognition  of  the  fungibility  of  money:  a 
state  might  ha\e  confonned  to  the  pass-through  ratio 
but  at  the  same  time  have  reduced  other  paNinents  to 
local  go\ernments.2° 

Pechman  also  has  had  difficulty  in  specifying  that 
some  "uniform  percentage  of  the  general  grant  be 
reser\ed  for  local  use  in  all  states"  because  of  ( 1)  the 
x'arietv  among  the  states  in  the  fonns  of  intergovern- 
mental cooperation  within  each  state,  and  (2)  the 
assumption  that  states  are  in  a  better  position  to  make 
the  allocation  in  a  manner  suited  to  their  particular 
needs. 2'  Nevertheless,  like  Heller,  he  has  been  in- 
clined to  require  that  the  federal  funds  be  distributed 
to  the  states  with  an  understanding  that  a  major  por- 
tion of  till-  state's  share  be  allotted  to  local  govern- 
ments under  fixed  )iercentages  or  under  procedures 
insuring  that  local  officials  will  participate  in  the  pass- 
through  decisions. ^2  Pechman  has  recommended  a 
fixed  pass-through  of  between  40  and  .50  percent. ^3 

17-  rieller.  Symjxithetic  Reappraisal  1. 

18.  Jd.  at  3^. 

19.  Id.  at  35. 

20.  Heller.  New  Dime.nsions  163-64. 

21.  Pechman,  Financing  State  and  Local  CKjverntvient  83. 

22.  Pechman.  Federal  Tax  Policy  223.  227. 

23.  Pechman    Money  jor  the  States,  2  Revenue  Sharing  786.  788. 
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REVENUE  SHARING  AND  THE  CITIES 

To  an  unexpected  degree,  revenue  sharing  is  being 
advanced  as  a  wav  to  help  sohe  the  "urban  crisis." 
Unexpected,  because  re\enue  sharing  was  concei\ed 
as  a  buttress  for  state  go\"ernments  and  onb'  inciden- 
tahv  for  cit\"  governments.  In  fact,  apparonth-  not  until 
representati\'es  of  the  cities  \-oiced  strong  opposition 
to  re\enue  sharing  \^•ere  mandator\'  pass-through  pro- 
visions deemed  necessarv  on  political  grounds.  Yet 
the  addition  of  the  pass-through  element  has  increased 
the  attractiN'cness  of  re\enuc  sharing  generallv.  and 
particularK'  as  a  weapon  in  the  war  on  the  urban 
problem.  Tlie  change  alters  the  entire  nature  of  the 
concept,  transforming  it  from  a  single-pronged  attack 
on  state  problems  to  a  double-pronged  attack  on  state- 
local  (urban)  problems.  Nevertheless,  the  pass- 
through  idea  has  caused  considerable  confusion  about 
the  purposes  and  functions  of  revenue  .sharing.  This 
is  not  to  suggest,  however,  that  it  has  made  revenue 
sharing  politicallv  less  attracti\e— quite  the  contran,-. 

A  major  argument  against  federal  revenue  sharing 
has  been  that  the  states  will  not  use  the  funds  where 
(hex  are  most  needed.  This  objection  becomes  more 
specific  when  the  "urban  crisis"  is  considered.  The 
contention  is  that  the  states  simph'  will  not  respond 
to  the  needs  of  their  urban  centers.  This  \icw  is 
based  on  ( 1 )  significant  statistics  illustrating  the 
states'  traditional  neglect  of  their  cities,  and  (2)  the 
higher  costs  of  go\ernment  in  urban  areas  for  services, 
in  comparison  with  costs  for  the  same  services  in  sub- 
urban or  rural  areas.  This  latter  fact  is  used  on  the 
one  hand  to  support  some  objections  to  re\enue  shar- 
ing and  on  the  other  to  support  arguments  that  any 
revenue-.sharing  program  can  be  justified  onlv  if  it 
contains  mandators'  pass-through  provisions. 

Tlie  .-Vdvisorv  Commission  on  Intergovernmental 
Relations  (.\CIR)  recenth'  documented  the  fiscal  dis- 
parities between  central  cities  and  their  suburban 
communities,  indicating  that  "many  of  the  largest  cen- 
tral cities  are  in  the  iTighlv  disadvantaged'  categorv" 
and  that  the  disparities  are  growing, 2-4  \\nien  the  fiscal 
disparities  are  considered  in  connection  with  the  cost 
factor,  the  pass-through  issue  takes  on  e\'en  greater 
significance  and  complcxitv.  The  added  significance 
lies  in  the  political  rcalitv  that,  in  the  absence  of 
mandatorv  pass-through  provisions,  revenue-sharing 
legislation  will  encounter  strong  political  opposition 
from  citv  representatives.  Tlie  added  complexity  arises 
as  a  direct  result  of  the  initial  decision  to  pass  through 
the  funds  to  local  go\cmments.  for  this  decision  in 
tiu-n  requires  another  decision  establishing  criteria  for 
the  pass-through  and  assessing  the  effect  of  pass- 
through  on  local  governments,  Thus,  if  it  is  initially 
resob'ed  that  federal  legislation  will  require  a  pass- 
through,  a  question  that  still  must  be  answered,  as  a 
matter  of  national  polic\'  and  political  expediency,  is 

24.  2  Fiscal  Bal.^xce  in-  the  American  Feder.al  System  2.  5-7 
(1967);  Volume  2  is  devoted  to  documenting  the  disparities  and 
making    recommendations   for    overcoming   tliem. 
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how  to  get  the  mone\-  wliert'  it  is  most  needed  bv  local 
go\'ernments. 

Tlie  kinds  of  problems  inherent  in  this  question 
can  be  easih'  illustrated.  For  example,  the  share  of 
urban  expenditures  financed  hv  state  or  federal  aid 
\aries  wideb'  throughout  the  nation.  This  suggests 
that  allocation  of  re\'enue-sliaring  funds  on  the  basis 
of  what  units  of  go\ernment  perfonu  what  functions 
would  be  manifestlv  unfair;  the  urban  areas  most  in 
need  of  funds  might  receixe  proportionately  fewer 
funds  if  ( 1 )  the\-  alread\-  were  recei\ing  large  amounts 
of  state  or  federal  aid.  and  (2)  funds  were  distributed 
to  areas  that  were  not  recei\ing  as  much  aid  but  did 
not  lia\e  the  same  need.  In  short,  the  element  of  rela- 
tix'e  need   would  be  overlooked. 

.\lso.  if  an  object  of  re\'emie  sharing  is  to  help 
urban  areas  or  po\ert\-  pockets  throughout  the  nation, 
the  object  might  well  be  sub\erted  to  the  extent  that 
allocation  is  patterned  after  existing  state  aid  to  local 
governments,  since  much  state  aid  to  local  govern- 
ments supports  public  serxices  required  in  both  rural 
and  urban  areas,  not  soleh-  urban  services. 

MoreoNcr,  those  units  of  local  go\'ernnient  with  the 
hea\icst  concentrations  of  population  tend  to  have  to 
bear  a  larger  share  of  responsibilit\-  for  financing  go\'- 
ernmental  ser\ices:  almost  without  exception,  com- 
bined state  and  federal  aid  is  a  smaller  share  of  local 
general  expenditures  in  each  of  seventeen  selected 
metropolitan  areas  than  in  the  rest  of  the  state  witliin 
which  the  metropolitan  area  lies,  according  to  an 
authoritatixe  studv.-' 

Finalh',  one  autliorit\-  on  public  finance  writes. 
"State-bv-state  differences  in  the  allocation  of  func- 
tional responsibilit\'  and  of  taxation  betw-een  localities 
and  the  State  suggest  wide  \ariations  in  grant-in-aid 
patterns  across  State  lines. "^^ 

ILLUSTRATIVE  LEGISLATIVE 
PROPOSALS 

Modification  of  the  basic  Heller-Pechman  plan  was 
inevitable  when  Congress  became  interested  in  reve- 
nue sharing.  The  modifications  can  briefly  be  grouped 
as  follows: 

(1)  Bills  providing  for  interstate  ecjualization. 
.\niong  these,  the  following  are  the  most  common 
( solely  or  jointly  with  each  other )  factors  for  allocat- 
ing funds  among  the  states:  by  population  only,  by 
per  capita  income,  bv  revenue  effort,  and  bv  state-of- 
origin. 

( 2 )  Bills  that  do  not  pro\ide  for  interstate  equa- 
lization. Among  these,  the  above  factors  for  allocating 
funds  were  present  along  with  others,  particularly: 
the  amount  of  "urban"  population  in  each  state;  the 
amount  of  population  enrolled  in  public  elenientarv 
and  secondarx'  schools;  and  the  amount  of  tax  effort 
made  on   law  enforcement  programs. 

25.  Muslikin,  lyitergovernmental  Aspects  of  Local  Expenditure 
Decisions  in  Public  Expenditure  Decisions  ix  the  Urb.ax  Com- 
munity 43   iH,  Sciialler.  ed.,  1956). 

26.  Id.  at  41. 


Table  I 

Method  of  Calculating  North  Carolina  Receipts  in  a  Ih'pothetical 
National  Distribution  of  S1.S46  Billion  of  Rc\'enuc-Sharing  Funds 
Under  the  Provision  of  the  Hollino;s  Bill  ( S.  911). 


2. 
3. 
4. 


10. 

11. 
12. 

13. 


million 

million 

16.2% 


99A?c 

million 

2.54% 


State  and  local  re\"enue  from  own  sources. 

fi.scal  year  1966  S  1.281.9 

.\djusted  gi'oss  income,  calendar  \-ear  1965  S  7.S93.6 

Re\enuc  effort  ratio  ( Item  1  di\ided  b\-  Item  2  ) 

Relative  state  effort  ratio   ( Item  3  divided  bv 

16.3'?,  representing  the  national  average 

state  re\'enue  effort  ratio ) 

Total  resident  population,  Juh'  1.  1967  5.029 

State  population  as  a  percentage  of  national  population 

.Allotment  of  SO'.'  of  fund  (81.477.000,000, 

representing  802  of  total  fund )  836. S69  million 

Per  capita  personal  income  of  residents. 

calendar  year  1967  82,396.00 

Per  capita  income-deficiency  factor  (83.137. 

representing  the  national  average  per  capita 

income,  calendar  vear  1967.  di\'ided  bv  Item  8 ) 

W'eighted  population  of  income-deficient  states 

( Item  5  multiplied  by  Item  9  )  6.584 

State  percentage  of  weighted  population  total 

.\Ilotment  of  20^7  of  fundi  (8369.000.000.  representing 

20%  of  total  fund,  multiplied  b\-  Item  11 )  "  823.948 

Total  allotment  (Item  7  phis  Item  12)  860.817 


1.3093% 

million 
6.49% 

million 
million 


Inter.state  Equalization 

Some  of  these  concepts  can  be  illustrated  bv  legis- 
lation proposed  b\^  Senators  Rollings^"  and  Goodell.^s 
Under  their  bills,  part  of  the  total  fund  a\ailable  for 
sharing  among  the  states  \\'ould  be  shared  bv  all  of 
the  states  and  part  would  be  shared  onh'  among  the 
states  classified  as  "poor."  On  the  one  hand,  the  shar- 
ing bv  all  of  the  states  would  be  on  the  basis  of  their 
population  (  relative  to  total  national  population  )  and 
their  ""re\'enue  effort"  ( relati\e  to  a\eragc  national 
revenue  effort,  revenue  effort  generallv  being  defined 
as  the  ratio  of  all  state  and  local  taxes  collected  ^\■ithin 
a  state  to  the  total  adjusted  gross  income  of  resident 
indi\iduals  of  the  particular  state. )  On  the  other 
hand,  the  sharing  bv  the  "poor"  states  would  be  on 
the  basis  of  their  relati\e  ( to  each  other )  populations 
and  per  capita  income  of  their  resident  indi\iduals. 
Tlu-  "poor"  states  are  generalh"  defined  as  those  that 
constitute  the  poorest  one-third  in  terms  of  per  capita 
income  of  their  residents,  or  those  that  fall  below  the 
national  a\'erage  in  per  capita  income.  The  two-part 
allocation    of   the    total    fund    thus    accomplishes    an 

27.  S.  .f)ll.  91st   Cong..   1st  Sess,    il969):    see   also    115   Cong.   Eec. 
(dailv  ed..  Feb.  4.   19691    at  S.   1225-27. 

28.  S.    50.    91st    Cong.    1st   Sess.    il969);    see   also    115    Cong.   Rec 

i dailv  ed.,  Jan.  15.  19691    at  S.  298;  and  115  Cong.  Rec.    (dailv  ed.. 
Mar.  20.  1969)  at  S.  3004-5. 


"ecjualization"  among  all  the  states  by  singling  out  the 
"poor"  states  for  preferential  treatment. 

Under  Senator  Hollings"  bill  (S.  911),  the  revenue 
impact  for  North  Carolina,  based  on  a  distribution  of 
81.846  billion,  is  determined  in  the  manner  shown  by 
Table  I.  The  table  illustrates  the  division  of  SO  percent 
of  the  total  fund  among  all  states  on  the  basis  of 
relati\e  population  and  re\enue  effort  and  the  di\i- 
sion  of  20  percent  among  the  "poor"  ("income  defi- 
cient" )  states  on  the  basis  of  relati\e  population  and 
per  capita  income. 

Significantly  for  North  Carolina,  although  it  bene- 
fits from  the  supplemental  allotment  by  reason  of 
being  among  the  defined  "poor"  states,  it  could  have 
benefited  more  if  its  revenue  effort  were  100  percent 
or  higher.  Under  Senator  Hollings"  and  similar  equa- 
lization bills,  the  benefit  to  "poorer"  states  sometimes 
is  diluted  b\'  the  requirements  of  average  ta.x  effort. 
Also  significanth-,  there  is  a  discernible  trend  among 
proposed  legislation  to  tie  less  of  the  total  re\enue- 
sharing  funds  to  an  i-qualization  bonus.  Finally,  pro- 
posed legislation  has  tended  to  broaden  the  category' 
of  "poor"  states  bv  defining  them  in  terms  of  increas- 
inglv  larger  absolute  numbers  (poorest  17,  instead 
of  poorest  13)  or  in  terms  of  increasingly  larger  rela- 
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ti\t'  numbers  (poorest  tliird,  or  poorest  half).  The 
liroader  the  definition  oi  "poor,"  the  more  absokite 
dollars  are  available  tor  distribution  to  all  of  the 
"poor"  states. 

The  National  Commission  on  Urban  Problems  (the 
Douglas  Commission )  has  seen  its  reeommendations 
substantialh'  incorporated  into  S.  .50.2^  introduced  bv 
Senator  Coodell.  Of  total  shared  funds,  90  percent 
would  be  allocated  among  all  states  on  the  basis  of 
population  and  tax  effort,  and  10  percent  among  the 
17  states  with  the  lowest  per  capita  income  on  the 
basis  of  their  relative  populations  and  per  capita 
incomes.  (The  Ilollings  and  Goodell  bills  do  not  diflcr 
in  the  metliod  of  allocation— onlv  in  the  amount  of 
equalization;  the  Hollings  bill  sets  aside  20  percent, 
the  Goodell  bill  10  percent. ) 

In  its  provisions  that  a  great  part  of  the  monev 
received  bv  each  state  be  required  to  be  "passed 
through"  the  state  go^'ernment  to  "urban"  local  gov- 
ernmental subdi\isions,  this  bill  has  become  a  model 
for  much  of  the  legislation  introduced  in  the  Ninetv- 
first  Congress.  The  Goodell  bill  requires  a  pass- 
through  to  cities  with  populations  over  50,000  and  to 
urban  counties.  An  "urban  countv"  is  defined  as  hav- 
ing a  population  greater  than  50,000,  at  least  50  per- 
cent of  which  was  classified  as  "urban"  in  the  latest 
U.S.  Census.  The  pass-tlirough  is  detemiined  basically 
bv  the  "local  tax  ratio"  of  the  recipient  urban  city  or 
counts';  this  is  the  ratio  between  its  revenues  from  its 
own  local  tax  sources  and  the  total  revenues  from  all 
state  and  local  taxes  in  the  state.  The  bill  uses  a  com- 
plicated fonnula  to  distinguish  between  two  classes  of 
pass-through  beneficiaries:  (1)  cities  and  urban  coun- 
ties with  populations  over  100,000,  and  (2)  cities  and 
urban  counties  with  populations  between  99,999  and 
50,000.  The  beneficiaries  in  the  first  class  get  more 
than  those  in  the  second,  and,  among  beneficiaries  in 
the  second  class,  there  is  graduated  treatment  to  pre- 
vent gi'eatlv  disparate  results. 

The  Goodell  bill  and  the  Douglas  Commission  pro- 
posals thus  establish  a  "mandatorv"  pass-through 
under  which  the  major  urban  centers  of  a  state  re- 
ceive a  portion  of  the  state's  share.  Senator  Goodell 
reports  an  estimate  that  the  fomiulas  set  out  in  the 
preceding  paragraph  would  allocate  22  percent  of  all 
revenue-.sharing  payments  to  cities,  13  percent  to 
urban  counties,  and  the  remaining  65  percent  to  state 
governments.  The  use  of  the  "local  tax  ratio"  insures 
that  the  populous  and  fiscally  active  metropolitan 
governments  are  taken  care  of,  while  the  less  populous 
and  less  fiscallv  active  metropolitan  go\ernments, 
which  are  deemed  not  so  needv  as  larger  ones,  do  not 
get  windfall  treatment.  Moreover,  tlie  formula  for 
pass-through  makes  the  amount  of  pass-through  de- 
pend on  the  relative  shares  of  the  total  burden  of 
state  and  local  taxation   (the  state  on  the  one  hand. 


29.  Id. 


its  subdivisions  on  the  other).  It  also  allocates  pay- 
ments lietween  cities  and  urban  counties  that  have 
overlapping  boundaries  and  between  cities  located 
vvhollv  within  countv  boundaries.  Fina^^^  the  gradu- 
ated scale  of  pavments  for  counties  with  a  popula- 
tion between  50,000  and  99,999  prevents  drastically 
different  treatment  tor  local  governments  just  below 
and  just  above  the  minimum  population  of  50,000. 

Under  Senator  Goodeirs  bill,  the  none(|uali/,ed  dis- 
tribution to  .North  Carolina  ( which  would  also  be 
entitled  to  share  proportionatelv  in  10  percent  of  the 
total  funds  under  the  equalization  provisions  )  would 
total  2.407  percent  of  all  revenue-sharing  funds.  As- 
suming a  distribution  of  SI  billion  to  all  of  the  states. 
North  Carolina  would  receive  S2-t.07  million.  Of  tliis 
amount,  78.1  percent  (or  $1S.7S4  million)  would  ]>r 
retained  bv  the  state  government,  7.1  percent  i  or 
SI. 718  million)  would  be  passed  through  to  (^nahfied 
cities,  and  14.8  percent  (or  S.'3.568  million)  would  be 
reallocated  to  "urban  counties."  Table  II  lists  the 
North  Carolina  cities  and  counties  that  would  be 
entitled  to  funds  under  the  provisions  of  the  Gondcll 
bill. 

A  substantial  variation  from  S.  50  was  recently 
introduced  in  an  effort  to  carrv  out  tlv  iiiomrnen- 
dations  of  the  Advisorv  Commission  on  Intergov- 
ernmental Relations.  This  bill  (S.  2483)3"  ^^5  sev- 
eral notable  features: 

1.  A  portion  of  state  personal  income  tax  c(5llections 
is  included  in  the  base  for  raising  the  shared  funds. 

2.  Individual  residents  of  the  states  are  entitled  to  a 
credit  against  their  federal  income  tax  liabilitv  for 
a  portion  of  their  state  income  tax  pa\'ments. 

3.  The  federal  government  agrees  to  collect  and  remit 
to  the  states  the  individual  income  taxes  due  to 
those  states  that  enact  income  tax  laws. 

4.  Two  tax-effort  factors  are  used  to  determine  allo- 
cation; one  ( tvpicallv )  divides  total  state-local  tax 
collections  bv  state  personal  income,  and  another 
( uniquelv )  gives  weight  to  the  most  recent  reve- 
nue increase  action  of  the  state  bv  adding  a  factor 
of  state-local  effort  in  the  vear  of  distribution  com- 
pared with  the  effort  of  the  previous  year. 

5.  Net  profits  from  operating  state-owned  liquor 
stores  are  allocated  to  state-raised  revenues  for  the 
purposes  of  determining  state  tax  efforts. 

6.  School  districts  are  entitled  to  a  portion  of  the 
shared  funds  after  the  pass-through  pro\isions 
have  been  complied  with. 

7.  States  are  permitted  to  adopt  alternative  pass- 
through  schemes  if  the  alternatives  would  result 
in  greater  amounts  of  funds  for  qualified  cities  and 

urban  counties  or  if  a  majoritv  of  all  qualified 
cities  and  urban  counties  agree  that  the  alternative 
should  be  put  into  effect. 

30.  S.  2483,  91st  Cong.  1st  Sess.    |19B9)     <;ee  also   115  Cong    Rec 
(dally  ed,.  Jan.  25.  1969  i  at  S    7100-10. 
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Table  II 


North  Carolina  Cities  and  Counties  Qualified  to  Receive  Revenue- 
Sharing  Funds  Under  the  Provisions  of  the  Goodell  Bill    (S.   50). 


1960 
Pop. 


Urban 


Cities 

Charlotte 

Greensboro 

Winston-Salem 

Raleigh 

Durham 

High  Point 

Asheville 


201,564 
119,574 
111,1.35 
93,9.31 
78,302 
62,063 
60,192 


Counties  ( Populations  o\er  50,000,  of  which  at  least  50%  is  urban 

Mecklenburg  272,111 

Guilford  246,520 

Forsyth  189,428 

Wake  169,082 

Buncombe  130,074 

Gaston  127,074 

Durham  111,995 

Alamance  85,674 

New  Hanover  71,742 

Cabarrus  68,137 


78.0 
76.1 
69.2 
63.2 
52.7 
61.8 
75.6 
51.2 
69.0 
67.7 


Source:  County  and  City  Data  Book.  1967.  Bureau  of  the  Census. 

Note:  Population  data  for  the  counties  is  based  on  1960  estimates.  Both 
citv  and  county  data  will  have  changed  by  the  timi>  of  this  article's 
publication.  See,  for  example,  data  in  Table  III. 


The  income  ta.x  credit  may  result  in  a  reduction  of 
the  federal  tax  base  for  revenue  sharing,  but  the 
addition  of  state  income  taxes  to  the  base  mav  offsi't 
the  loss  in  part.  The  obvious  thrust  of  tlic  hill  is  to 
induce  states  to  enact  income  tax  laws. 

Because  of  thi'se  differences  between  the  two  bills, 
the  estimated  distribution  to  North  Carolina  under 
S.  2483  ( after  downward  adjustment  for  tax  effort 
and  excluding  school  district  entitlements )  necessarily 
differs  from  a  projected  distribution  under  S.  50:  as- 
suming a  grant  of  SI  billion,  the  total  grant  to  the 
state  would  be  $23.4  million,  of  which  the  state  go\- 
ernment  \\ould  retain  75.3  percent  ($17.6203  million  ); 
7.14  percent  ($1.6707  million)  would  be  passed 
through  to  se\en  cities,  three  \\-ith  populations  over 
100,000,  and  17.56  percent  ($4,109  million)  ^^•ould  be 
distributed  among  thirty  counties,  eight  with  popula- 
tions o\-er  100.000.  Table  III  shows  the  counties 
entitled  to  participate  in  revenue  sharing  under  the 
provisions  of  S.  2483. 

Nonequalization 

The  second  major  group  of  bills  includes  those 
that  do  not  provide  for  interstate  equalization.  Chief 


among  these  is  President  Nixon's  proposal,^'  under 
whicli  funds  for  sharing  initially  would  ecjual  one- 
sixth  of  1  percent  of  taxable  individual  income  but 
would  increase  to  a  maximum  of  1  percent.  The  tax- 
able income  of  indi\iduals  is,  of  course,  lower  than 
actual  federal  receipts  from  taxes  on  indixiduals,  be- 
cause of  the  graduated  feature  of  the  income  tax  laws. 
Under  the  .Administration's  proposals,  the  allocation 
to  the  states  would  be  on  the  basis  of  population  and 
tax-effort  ratios,  as  in  the  Hollings  bill,  the  Douglas 
Commission  and  Goodell  proposals,  and  the  ACIR's 
recommendations.  According  to  recent  estimates,  per 
capita  sharing  wduld  average  $5  nationally;  North 
Carolina  residents,  however,  would  receive  $4.90  pi'r 
capita  because  of  the  state's  below-a\'erage  tax  effort. ^^ 
(  See  Table  I\'  for  the  Nixon  proposal's  effect  on  North 
Carolina. ) 

Under  the  Administration  hill,  lunds  are  passed 
dirough  to  "general  political  suhdi\isions."  The  pass- 
through   is  ■"based  on   tlie  relati\-e  roles  of  state  and 

31.  Presidential  Message  to  Congress.  115  Cong.  Rec.  (daily  ed,, 
Aug.  31.  19691  at  H.  7389-90  ( H.  Doc.  91-148).  See  also  S.  2948. 
91st  Cong..  1st  Sess.   11969). 

32,  U.S.  News  and  World  Report,  Aug.  25.  1969.  at  69. 
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Table  III 

North  Carolina  Counties  Qualified  to  Receive  Revenue-Sharing  Funds 
Under  Provisions  of  the  Advisory  Commission  on  Intergo\ernmental 
Relations  Bill  (S.  2483).  1960  Population. 


Buncombe 

Cumberland 

Durham 


Alamance 

Burke 

Cabarrus 

Catawba 

Cleveland 

Craven 

Davidson 


Populations  Over  100,000 

Forsyth  Mecklenburg 

Gaston  Wake 
Guilford 

Popiilatioiu  Under  100,000 

Edgecombe  Onslow 

Halifax  Pitt 

Iredell  Randolph 

Johnston  Robeson 

Lenoir  Rockingham 

Nash  Rowan 

New  Hanover  Wayne 

Wilson 


Source:  1967  Census  of  CJovernments,  Bureau  of  the  Census,  Vol.  4.  No.  3  and  4. 

Note:  Under  1966  population  estimates,  the  niunber  of  counties  with 
populations  over  100,000  has  increased  to  nine  (add  Onslow,  with 
102,100  population).  Also,  the  number  of  counties  with  between  50,000 
and  99,999  has  increased  from  22  to  26,  deleting  Onslow  but  adding 
Caldwell,   Orange,   Sampson,   Surry,   and   Wilkes. 

Cumberland  and  Onslow  counties  did  not  qualify  as  major  urban 
counties  for  the  purposes  of  S.  50  since  less  than  50  percent  of  their 
population  were  urban  (see  Table  II).  However,  estimates  for  S.  50  were 
based  on  1960  figures,  now  outdated;  a  change  in  the  list  of  benefited 
counties  necessarily  follows  population  change. 

ACIR  did  not  estimate  which  cities  would  be  benefited,  but  the 
estimates  made  in  Table  II  apply,  since  the  pass-through  provisions  are 
the  same  in  all  of  these  proposals  for  purposes  of  determining  aid  to 
cities.  The  population  of  cities  also  has  increased  since  1960,  but  the  same 
cities  are  entitled  to  benefit  under  S.  50  and  ACIR  proposals  even  when 
1966  state-estimated  population  data  are  applied. 


local  financing  in  each  state.  The  amount  which  an 
individual  unit  of  general  local  government  will  re- 
ceive is  based  on  its  share  of  total  local  government 
revenue  raised  in  the  state. "^^  This  proposal  looks  to 
existing  patterns  within  each  state,  and  therebv  avoids 
having  the  pass-through  set  by  federal  legislation. 
For  example,  if  the  local  general  government  units  are 
responsible  for  30  percent  of  the  combined  state  and 
local  general  tax  revenues,  they  are  entitled  to  a  pass- 
through  equal  to  that  percentage,  and  each  unit  is 
entitled  to  its  proportionate  share  of  these  pass- 
through  funds.  In  his  message  to  Congress,  President 
Nixon  explained:  "The  provisions  make  allowance  for 
State-by-State  variation  and  would  tend  to  be  neutral 
with  respect  to  the  current  relative  fiscal  importance 
of  State  and  local  governments  in  each  State."  A  state 


33.  Presidential    Message    to    Congress.    115    Cong. 
ed.,  Aug.  13,  1969)   at  H.  7339-90   (H.  Doc.  91-148). 


Rec.     I,  daily 


mav  modify  the  pass-through  provisions,  "working 
with  its  local  governments"  in  doing  so. 

Whether  the  Nixon  proposals  will  be  acceptable 
to  urban  governments  is  open  to  question.  Many  cities 
and  urban  counties  might  fare  quite  well  because  the 
pass-through  depends  on  the  amount  of  taxes  raised. 
Generally  speaking,  it  has  been  assumed  that  the 
large  cities  raise  more  tax  dollars  than  the  suburbs  or 
small  cities  partly  because  great  concentrations  of 
tax-paying  populations  are  within  the  large  geograph- 
ical boundaries  and  tax  jurisdictions  of  tlie  cities,  and 
partly  because  the  cities  also  tax  at  higher  rates,  often 
have  a  wider  tax  base,  and  emplov  a  wider  variety  of 
taxes  than  the  suburbs. 

The  foundation  for  the  Ni.xon  pass-through  for- 
mula was  set  by  t\\'o  sets  of  bills  in  the  Eight}--ninth, 
Ninetieth,  and  Ninetj'-first  Congresses. 

One    set    of   bills   provides    that   each   state    shall 
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Table  IV 

State  and  Local  Shares  in  North  Carolina  Under  Xixon  Proposal,  Based  on  Hypothetical  Distri- 
bution of  One-Half  Billion  Dollars  (S.  2948) 

1.  State  population.  July  1.  1968 5.135,000 

2.  Personal  income  of  residents,  June  30,   1967 $12,267,000,000 

3.  State  and  local  2;o\"ernment  re\enues  (includes  school  and  special  districts)  .     81,405.187,000 

4.  State  percentage  of  One-Half  Billion  Dollars  (based  on  ratios  of  state  revenue 
effort,  computed  as  under  the  Hollings  bill,  S.  50,  and  state  population,  to  na- 
tional average  revenue  effort  and  national  popidation) 024252? 

5.  State  .share  of  One-Half  Billion  Dollars   (Item  4  times  One-Half  Billion  Dollars)     $12,126,000 

6.  Local  government  revenues  (a  portion  of  Item  3) $4,874,000 

7.  Local  pass-tlirough  percentage  (Item  6  divided  b\-  Item  5) 311612/(' 

8.  Local  share  (Item  7  times  Item  5) $3,778,607 

9.  State  residual  .share   (Item  5  minus  Item  8) $8,347,393 

Source:  115  Cong.  Rec.  (daily  ed.,  Sept.  23.  1969)  at  S.  11113. 

Note:  Figures  ma\'  not  total  exactlv  due  to  rounding. 


apportion  funds  to  each  local  go\'ernment  in  an 
amount  not  less  than  that  uhich  bears  the  same  ratio 
to  the  federal  allotment  as  the  total  amount  of 
state  revenues  shared  with  local  government  during 
the  five  vears  preceding  the  fiscal  vear  of  distribution 
bears  to  the  state's  total  revenues  during  the  same 
five-vear  period.'^"'  The  apportionment  tlius  is  based 
on  a  ratio  of  state-to-local  r(.'\enue  sharing. 

The  other  set  of  bills  provides  for  apportionment 
based  on  state-local  tax-collection  patterns.  Each  tax- 
ing jurisdiction  \\  itliin  a  state  is  entitled  to  receive  an 
amount  that  bears  the  same  ratio  to  state's  federal 
allotment  as  the  amount  of  tax  collections  bv  such 
taxing  jurisdiction  bears  to  the  aggregate  of  tax  col- 
lections bv  all  taxing  jurisdictions  in  the  state. -^^  The 
taxing  jurisdiction  that  accounts  for  5  percent  of  all 
tax  collections  in  the  state  would  receive  5  percent  of 
the   funds. 

x\nother  group  of  nonequalization  bills  pro\ides 
for  funds  to  be  shared  soleh'  on  the  basis  of  popula- 
tion per  state.  Thus,  in  1967,  North  Carolina  would 
ha\e  shared  in  the  total  amount  of  funds  trusteed  for 
revenue  sharing  in  the  approximate  amount  of  2.407 
percent,  which  is  the  proportion  of  total  United  States 
population  represented  bv  the  North  Carolina  popu- 
lation. If  a  state's  population  is  increasing  at  a  rate 
greater  than  that  of  other  states  rclati\'e  to  increase 
in  the  national  population,  the  allocation  of  funds  bv 
population  only  is  advantageous;  for  states  with  rela- 
tively declining  population,  the  converse  obtains. 

.-Vnother  type  of  bill  pro\  ides  for  allocation  accord- 
ing to  origin  of  tax  collections.  For  example,  if  North 
Carolina  taxpayers  were  responsible  for  contributing 
1.5  percent   of   the   total   fund   set   aside  for   revenue 

34.  H.   R.   4070,   4080,    4107,    5450.    6040,    7176,    and    8424     90th   Cons 
1st  Sess.   (1967). 

35.  S.  779  and  H.  R.  525  and  667.  90th  Cong,.  1st  Sess.   (1967). 


sharing,  the  state  would  receive  back  the  same  1.5 
percent.  Manv  state-of-origin  bills  limit  the  use  of  the 
funds  to  specified  purposes,  particularlv  education, 
but  th(.'  trend  is  awav  from  this  restriction  on  use. 

.V  significant  variation  on  the  state-of-origin  con- 
cept takes  into  account  the  factor  of  urban  population 
per  state  as  a  basis  of  allocation;  the  variation  also 
frequently  imposes  limitations  on  the  use  of  the 
funds,  particularlv  for  law  enforcement  purposes.''^ 
Still  anotlier  variation  focuses  on  the  number  of  stu- 
dents enrolled  in  public  elementary  and  secondary 
schools  in  a  stati'  in  proportion  to  the  same  number 
nationallv;  this  variation  also  imposes  limitations  on 
the  use  of  funds,  prineipallv  requiring  their  use  for 
educational  purposes. 3'''  Both  variations  attempt  to 
recognize  population  densitv  as  a  factor  in  determin- 
ing allocations.  In  addition,  these  variations  base  the 
allocation  to  the  state  not  onlv  on  its  population  but 
also  on  the  amount  of  state  residents"  gross  personal 
income  spent  bv  the  state,  through  its  taxing  mechan- 
ism, on  law  enforcement  or  public  education.  This 
device  is  similar  to  a  general  tax-effort  measurement, 
but  is  particularized  as  an  education  or  law  enforce- 
ment effort. 

It  lias  been  suggested  that  the  .Xinetv-first  Con- 
gress will  be  the  watershed  for  revenue  sharing. ■'^ 
I  low  accurate  this  prognosis  is  mav  depend  to  a  large 
degree  on  state  officials'  understanding  ot  tlie  concept 
and  its  apj^lieatic^n  and  on  how  widelv  thcv  make  their 
views  known. 

36.  H.  R.  4479,  90th  Cong,,  1st  Sess.  (1967)  and  H,  R,  12730,  89th 
Cong,,  2d  Sess,  (1966). 

37.  H.  R.  746  and  4865,  91st  Cong.,  1st  Sess,  (1969).  H,  R.  198,  308, 
1.343,  and  2055.  90th  Cong,,  1st  Sess.  (1967).  and  H,  R,  12259  and 
15557,  89th  Cong.,  2d  Sess,    (1966). 

38.  Colinan,  Revenue  Sharing:  Problems  and  Prospects,  1  The 
Ukban  L.iwyer  34.  46    (1969). 
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NORTH  CAROLINA'S 
FISCAL  POLICY 


By  Edwin  Gill 


TJie  State  Treas 


urer 


Addresses  the  NortJi  Carolina  Bankers'  Association 


FROM  TIME  TO  TiNtE,  I  think  it  is  the  dutv  of  public 
officials  to  give  an  accounting  to  the  people  of 
their  handling  of  public  affairs.  Tliis  is  particularly 
important  in  the  field  of  public  finance.  This  article 
will  be  a  brief  summation  of  North  Carolina's  fiscal 
policy,  and  will  deal  with  where  we  are  todav  in 
the  light  of  our  fiscal  historw 

It  is  logical  for  the  State  Treasurer  to  speak  on 
this  subject,  but  the  fiscal  policy  of  the  state  is  the 
work  of  many  people.  The  Goyemor.  as  Director 
of  the  Budget,  bears  perhaps  the  heaviest  responsi- 
bility in  matters  of  this  kind.  But  we  must  add  the 
State  Auditor,  the  Commissioner  of  Reyenue,  and 
the  Director  of  Tax  Research.  .\11  of  these,  including 
the  Treasurer,  arc  a  part  of  the  Executiye  branch  of 
the  go\ernment.  We  must  also  include  the  Advisors' 
Budget  Commission,  and  of  course  the  General  As- 
sembly, which  is  tlu'  actual  builder  of  our  fiscal  struc- 
ture. 

NORTH  C.\ROLiN-A  is  todav  in  excellent  financial 
condition.  The  budget  continues  to  be  in  bal- 
ance, and  our  delit  continues  to  be  moderate. 

What  do  we  mean  by  a  balanced  budget?  The 
principle  is  so  simple  as  to  require  no  complex  inter- 
pretation. Wv  mean  that  income  and  outgo  are  ap- 
proximatel\-  the  same,  and  that  any  \ariation  from 
this  would  be  for  inconu'  to  exceed  outgo  in  order 
that  there  might  Ix'  at  all  times  a  margin  of  safet\-. 
Since  we  are  forbidden  by  law  to  ha\e  a  deficit,  the 
legislature  must  be  sure  to  pro\ide  enough  funds  to 
meet    all    appropriations. 


Balancing  the  budget  is  not  an  exact  science.  It 
is  \er\'  difficult  to  know  just  how  the  tax  structure 
will  react  to  the  economic  conditions  of  the  year, 
or  biennium,  with  which  we  are  concerned.  But  in 
line  with  our  careful  policy,  we  have  had  a  credit 
balance,  or  surplus,  in  the  General  Fund  every  year 
since  the  depression  \'ears  of  the  thirties.  Some  years 
this  so-called  suq^his  has  been  modest,  but  in  others, 
it  has  been  substantial.  We  have  just  recei\'ed  a  re- 
port that  indicates  that  the  credit  balance  at  the  end 
of  the  last  biennium  was  S  153.300.000. 

These  credit  balances  ha\c  been  utilized  by  the 
General  Assembh-  in  balancing  the  budget  for  the 
ensuing  biennium.  .\  good  deal  of  it  has  gone  into 
capital  impro\cments  that  would  otherwise  ha\e 
been  dcla\ed  or  built  with  borrowed  mone\\  In  the 
current  instance,  the  actual  June  30,  1969,  credit  bal- 
ance of  8153,300,000  compares  favorably  with  tlie 
estimated  balance  of  $151,000,000  when  the  General 
Assembh-  adjourned  on  July  2,  1969. 

I  know  of  no  one  who  likes  taxes,  nor  ot  an\"  tax 
that  is  ri'alh'  popidar,  but  when  needs  of  the  state 
grow  and  it  is  officialh'  estimated  that  the  yield  of 
our  existing  tax  structure  will  not  furnish  the  addi- 
tional funds  nei'ded,  then  there  are  but  two  alterna- 
ti\es— eitJier  the  needs  must  be  in  part  denied,  or 
new  taxes  must  be  le\ied  in  order  to  achieve  the 
balance  tliat  is  necessar\-  if  our  good  credit  is  to  be 
sustained. 

There  is  [ilcnt\-  of  room  for  argument  as  to  what 
appropriations  are  needed  and  as  to  what  taxes  are 
best,  but  once  the  (General  Assembh-  has  arrived  at 
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an  adequate  answer  to  these  two  questions,  the  bud- 
get should  be  balanced  accordingly.  Fiscally  speaking, 
achieving  a  balanced  budget  transcends  in  importance 
individual  preferences  for  taxes  and  individual  opin- 
ions as  to  the  purposes  for  which  appropriations  are 
made. 

The  General  Assembly  of  1969  concluded  that 
our  ta.x  stnicture  was  inadequate  to  meet  needs  that 
they  regarded  as  imperative,  and  so  they  did  what 
no  General  Assemblv  has  done  for  many  years.  They 
levied  additional  taxes  upon  a  scale  without  precedent 
since  193.3.  In  some  circles,  the  General  Assembly 
has  been  criticized  for  le\'A'ing  these  new  taxes  and 
for  budget  spending  that  reaches  an  all-time  high. 
While  these  areas  of  criticism  are  recognized,  from  the 
standpoint  of  sound  finance,  it  must  be  conceded  by 
all  that  the  General  Assemblv  had  the  courage  of 
their  convictions.  Thev  insisted  upon  a  balanced 
budget.  From  a  fiscal  standpoint,  what  the  General 
Assembly  did  is  to  be  commended. 

In  summar\',  the  total  appropriations  authorized 
for  the  current  biennium  were  some  $700,000,000 
more  than  the  authorizations  for  the  previous  bien- 
nium. This  increase  was  provided  for  through  the 
levA'  of  additional  taxes  amounting  to  an  estimated 
$205,000,000  but  principally  through  an  estimated 
increase  in  the  vield  of  our  tax  structure  that  has 
for  so  long  proved  both  responsive  and  adequate 
to  the  growing  needs  of  our  people. 

Lest  anyone  think  that  the  General  Assembly  was 
careless  in  yielding  to  the  demands  of  the  hour,  I 
would  like  to  point  out  from  the  record  that  the 
appropriations  actualh-  made  \\ere  S.546,.500,000  less 
than  the  official  requests  made  b\'  the  spending  agen- 
cies to  the  Joint  Appropriations  Committee.  In  other 
words,  for  every  S.5  requested,  the  legislature  appro- 
priated $4.  This  is  some  evidence  of  the  careful  scru- 
tinv  and  analysis  that  the  Advisorv  Budget  Commis- 
sion, the  Joint  Appropriation  Committee,  and  the 
General  Assemblv  gave  to  these  rccjuests. 

I  do  not  suggest  that  it  is  unimportant  what  taxes 
are  levied.  Good  fiscal  policy  should  be  based  upon 
an  equitable  tax  structure— one  that  is  not  punitive 
or  confiscatoPi'— one  that  is  not  regressive,  but  en- 
courages economic  growth  and,  with  gro\\th,  leads 
to  an  ever-broadening  tax  base. 

IHA\'E  SAID  that  our  debt  is  moderate;  vet  it  amounts 
to  8480,940,000.  Is  this  sum  moderate  in  the  light 
of  our  abilits'  to  pav?  Is  this  amount  reasonable  when 
related  to  the  economic  resources  of  our  people?  I 
think  it  is. 

If  you  deduct  from  our  gross  debt  those  bonds 
already  provided  for  by  a  sinking  fund  and  those 
bond  the  retirement  of  vv'hich  is  fiilK-  proNdded  for 
from  the  proceeds  of  a  1-cent  motor  fuel  tax.  we  have 
left  to  be  paid  from  General  Fund  revenues  onlv 
$198,590,000.    So    vou    see,    the    debt    that    must    be 


paid  from  the  General  Fund  is  relatively  small  and 
can  be  retired  easily  out  of  less  than  IVi  per  cent  of 
our  annual  General  Fund  appropriation. 

If  we  stud\'  the  present  state  debt  in  relation  to 
annual  revenue,  we  will  see  that  the  state  is  better 
able  to  cope  with  its  debt  than  it  was  manv  vears  ago. 
For  instance,  in  19.36,  the  state  debt  was  $166,494,000. 
and  the  total  revenues  were  863,785,160,  the  debt 
being  2!2  times  larger  than  the  annual  revenue.  Today 
the  situation  is  reversed.  State  revenue  last  vear  was 
81,104,533,917,  which  is  2}i  times  larger  than  the  pres- 
ent state  debt. 

When  I  became  State  Treasurer  in  1953,  the  total 
assessed  value  of  all  property  for  taxation  in  North 
Carolina  was  $5,215,9.37,259;  in  the  current  year,  the 
total  assessed  value  of  all  propertv  has  mounted  to 
$14,874,831,000.  \\'hile  the  state  has  not  resorted  to  ad 
valorem  taxation  since  1933  ( such  source  of  revenue 
being  left  to  the  local  governments),  the  sensational 
increase  in  taxable  value  of  all  propertv  is  indirect 
evidence  of  the  capability  of  the  state  to  meet  its 
obligations. 

One  more  evidence  of  the  tremendous  growth  of 
the  state  is  shown  bv  comparing  the  growth  of  earn- 
ings on  Treasurers  investments  in  a  ten-vear  period. 
For  instance,  in  1959,  we  earned  83,361,305.61,  while 
in   1969,  we  earned  831,033,287.59. 

As  of  June  30,  1969,  the  cash  funds  on  deposit 
with  the  State  Treasurer  exceeded  $705,000,000.  Of 
this  sum  8652,000,000— or  92  percent— was  invested  in 
interest-bearing  securities. 

In  addition  to  these  fund  balances,  the  Treasurer 
is  responsible  for  the  investment  of  trust  funds,  which 
are  now  over  8900,000,000:  if  this  sum  is  considered 
w  ith  the  fund  balances  above  referred  to,  the  Trea- 
surer is  responsible  for  a  portfolio  of  over  $1,605,- 
(X)0,000. 

In  speaking  of  our  fund  balances  of  $705,000,000, 
we  must  remember  that  this  includes  the  total  of 
funds  previouslv  committed  and  eannarked  bv  the 
General  Assemblv  to  be  spent.  One  of  the  larger 
items  is,  of  course,  the  capital  improvements  that 
have  been  provided  for.  As  to  tnist  funds,  it  must  be 
emphasized  that  thev  include  funds  belonging  to  the 
several  retirement  systems,  which  the  North  Carolina 
Constitution  specificallv  provides  shall  not  be  used 
for  anything  othiT  than  retirement  purposes. 

Mewed  from  anv  angle,  including  such  figures 
as  growth  in  population  and  expansion  of  our  indus- 
trial complex.  North  Carolina  has  grown  in  ma- 
terial and  human  values,  which,  in  mv  opinion,  ade- 
quately undi'rwrite  our  present  debt  commitment. 

IX  MAXA(;iNc;  the  state's  public  debt,  the  overriding 
consideration  has  been  to  borrow  onlv  if  and  when 
the  money  is  needed.  With  this  principle  in  mind, 
we   of   course   try    to    [lick    what    we    consider   to   be 
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the  best  time  to  sell  our  securities.  We  are  very 
proud  of  our  record  in  picking  as  nearly  as  we  could 
the  best  week— the  best  day,  etc.  And  yet  honesty 
compels  us  to  sav  that  we  are  not  gifted  with  fore- 
knowledge, and  that  we  have  been  helped  in  our 
selection  of  the  time  to  sell  not  onlv  bv  our  long 
and  valuable  experience  in  the  market  but  also  bv  a 
bit  of  luck! 

If  the  need  is  great  and  immediate,  and  the 
time  for  selling  is  not  auspicious,  we  elect  to  do  tem- 
porary financing  with  bond-anticipation  notes  rather 
than  making  long-term  permanent  commitments  with 
bonds.  If  the  decision  is  to  issue  bonds,  the  maturity 
schedule  must  be  constructed  in  such  a  way  as  to 
keep  the  a\'erage  maturitv'  as  short  as  possible  to  in- 
sure a  lower  average  interest  cost  without  making 
the  annual  maturities  so  large  as  to  strain  the  state's 
abilitv  to  meet  annual  debt  service  payments. 

We  must  keep  in  mind  always  that  the  General 
Assembly  must  first  authorize  the  issuance  of  bonds; 
if  the  legislature  acts,  the  Governor  and  Council  of 
State  must  approve  the  details  of  the  specific  bond 
issue;  thev  do  this  with  the  aid  of  recommendations 
from  the  State  Treasurer,  whose  staff  studies  the  dav- 
to-dav  movement  of  the  bond  market. 

I  have  recited  these  facts  to  emphasize  that  in- 
curring debt  on  behalf  of  the  state  is  a  serious  matter 
that  is  surrounded  bv  safeguards— checks  and  balances, 
if  you  please.  In  other  words,  the  State  Treasurer 
moves  in  this  matter  under  the  sanction  of  the  Gen- 
eral Assembly  and  with  the  approval  of  the  Gov- 
ernor and  Council  of  State.  And  if  the  issuance  of 
bonds  is  within  the  categorv  restricted  by  the  North 
Carolina  Constitution,  we  must  obtain,  through  a 
referendum,  the  approval  of  the  people. 

The  state  has,  for  many  years,  had  the  right  to 
borrow  in  anticipation  of  taxes;  this  was  needed  be- 
cause the  collection  of  our  taxes,  especialh'  the  in- 
come tax,  was  a  seasonal  affair.  It  was  not  unusual 
for  the  Treasurer,  with  the  approval  of  the  Governor 
and  Council  of  State,  to  borrow  up  to  825,000,000 
in  December  or  January,  to  be  paid  back  the  following 
April  when  revenue  receipts  were  swelled  bv  income 
tax  payments.  However,  since  we  have  had  a  steadv 
flow  of  revenue,  due  to  monthly  sales  tax  reports  and 
the  withholding  of  state  income  tax,  we  have  not 
found  it  necessar\'  to  borrow  at  all  in  anticipation  of 
taxes. 

NEITHER  A  MAN  nor  a  state  can  build  up  a  reputa- 
tion for  integrity  by  being  responsible  one  year 
and  irresponsible  the  next.  It  takes  a  lifetime— and 
for  a  state,  many  decades— to  build  up  a  fine  reputa- 
tion. Let  us  take  a  look  back  at  some  of  the  highlights 
of  sound  government  in  North  Carolina. 

An  outstanding  example  of  good  budgeting  was 
the  levy  of  a  penny  additional  gasoline  tax  in  order 


to  provide  for  the  reHrement  of  the  $200,000,000 
Scott  bond  issue  in  1949— and  its  retention  to  finance 
the  $300,000,000  bond  issue  of  the  Moore  administra- 
tion. Incidentally,  experience  has  shown  that  the 
1  cent  motor  fuel  tax  referred  to  will  yield  more 
than  enough  funds  to  pay  principal  and  interest  on 
all  our  highway  obligations  as  thev  fall  due.  Also,  in 
1945  the  General  Assembly  took  $51,000,000  from  sur- 
plus funds  and  set  up  a  sinking  fund  to  provide  for 
the  retirement  of  all  the  General  Fund  debt  at  that 
time.  This  was  a  sensational  thing  to  do,  and  has 
never  been  forgotten  by  the  securities  market.  While 
some  may  question  the  necessity  for  this  bold  action, 
there  is  no  doubt  that  the  General  Assembly,  having 
experienced  the  uncertainty  of  both  war  and  depres- 
sion, was  afraid  of  fiuther  recession  and  was  deter- 
mined to  be  in  good  shape  to  meet  whatever  might 
come.  Also,  we  must  recall  the  cautious  policy  of  the 
General  Assembly  in  creating  a  post-war  reserve  of 
$20,000,000  in  1945,  which  was  raised  to  $.30,000,000 
in  1947.  At  that  time  the  fiscal  experts  expected  a 
recession  when  peace  came.  In  1949  this  reserve 
was  used  to  help  catch  up  with  needed  capital  im- 
provements that  could  not  be  made  during  the  war 
years.  Through  all  of  these  highlights  (and  I  could 
name  more)  there  runs  the  idea  that  North  Carolina 
is  concerned  for  both  her  people  and  her  creditors. 

WE  ARE  HEARING  much  talk  thcsc  days  of  the 
Ne\\'  Federalism.  While  I  am  not  sure  what 
this  phrase  means,  I  hope  it  portends  a  real  partner- 
ship between  our  national  government  and  the  fifty 
states.  I  hope  it  means  that  the  states  will  have  the 
opportunity  to  pursue  their  own  concept  of  prog'ess 
with   a   minimum   of   federal   interference. 

The  steady  growth  and  influence  of  the  federal 
government  that  has  been  apparent  for  the  last  two 
or  three  decades  reminds  us  that  the  abilitv  of  a 
state  to  follow  an  independent  course  in  achie\dng  its 
destiny  is  becoming  increasingly  difficult.  Whether 
we  like  it  or  not.  North  Carolina  is  in  the  economic 
mainstream  and  is  affected  by  the  winds,  the  whirl- 
pools, and  the  cross-currents  that  affect  all  other 
states.  To  paraphrase  John  Donne:  North  Carolina  is 
not  an  island;  it  is  a  part  of  the  Union.  ("No  man  is 
an  Hand,  intire  of  it  selfe;  every  man  is  a  peece  of 
the  Continent.  .  .  .")  WTiile  we  can  do  much  to  de- 
termine the  direction  of  our  craft,  we  must  remem- 
ber that  if  an  economic  tidal  wave  sweeps  the  coun- 
try resulting  in  either  depression  or  inflation,  it  does 
not  respect  state  borders.  All  of  this  is  another  way 
of  saying  that  it  is  up  to  us  to  achieve  our  individual 
destiny  as  best  we  can  within  the  framework  of 
national  conditions. 

While  North  Carolina  has  been  a  victim,  along 
with  all  the  other  states,  of  inordinately  high  interest 
rates,  when  we  sell  our  obligations,  we  consistently 
get  a  shade  better  price  than  the  going  market  be- 
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cause  of  our  A.\^\  rating.  Tliis  rating,  the  highest 
that  anv  state  can  obtain,  is  our  most  vakied  posses- 
sion and  has  stood  us  in  good  stead  in  times  of 
prosperity  and  in  times  of  recession.  It  has  given 
us  a  fraction  better  price  for  our  securities,  ^^'hether 
times  have  been  good  or  bad.  Over  the  vears.  this 
has  meant  milhons  of  dollars   to  our  taxpayers. 

And  how  did  we  get  this  AAA  rating?  It  came  to 
us  in  1960  and  was.  of  course,  the  result  of  our  long 
record  of  sound  fiscal  practice,  of  which  I  have  given 
illustrations.  Our  modem  fiscal  histor\'  really  begins 
with  the  passing  of  the  executi\'e  Budget  Act  in  1925. 
and  is  highlighted  bv  the  sound  use  of  this  act  over 
the  vears.  It  all  began  \-\ith  Go\"emor  McLean,  who 
recommended  this  legislation  to  the  General  Assem- 
bly, and  \^-as  put  into  practice  in  hard  times  bv  Gov- 
ernors Gardner  and  Ehringhaus,  who  \\'ere  compelled 
to  cut  appropriations  due  to  falling  re\-enues;  and 
each  successive  governor  has  plaved  an  important 
part  in  building  the  edifice  of  our  splendid  reputation. 

BUT  ^^•H.\T  OF  THE  FUTURE?  Revcnue  collections 
for  the  first  three  months  of  the  current  biennium 
reflect  some  increases  over  the  comparable  period  of 
the  preceding  year.  This  is  gratifvdng  because  it  indi- 
cates a  healthy  economy.  \A'iri  the  revenue  estimates 
of  the  legislature  hold  good?  I  think  so.  In  other 
words.  I  believe  that  we  will,  during  the  current  bien- 
nium. have  a\ailable  the  revenues  appropriated  to- 
gether \\ith  a  surplus,  the  size  of  which  I  am  unable 
to  predict  at  this  time.  I  must  admit  that  I  am  no 
prophet— I  can't  even  read  tea  leaves!  I,  along  with 
others,  can  read  the  signs  of  die  times  as  they  unfold. 

After  all,  we  have  experienced  only  three  months 
of  the  twent\'-four  months  of  this  biennium.  In  the 
twentv-one  months  to  come,  we  ma\'  be  faced  with 
some  surprises.  Down  the  road,  when  we  are  further 
into  the  current  biennium.  we  will  be  able  to  compare 
increased  revenue,  coming  partly  from  new  taxes, 
with  the  substantiallv  increased  appropriations  pro- 
vided hv  the  General  Assembly  for  this  biennium. 

Within  the  last  few  weeks,  some  have  asked  the 
question:  ^^'ere  these  new  taxes  necessan,-?  This  is  a 
very  proper  question  and  deserves  an  answer  that  we 
are  not  able  at  this  time  to  give.  If.  when  the  next 
General  Assembly  con\'enes.  we  find  that  our  economy 
has.  in  fact,  raUied  beyond  expectations  and  resulted 
in  an  abnormally  high  credit  balance,  then  it  would 
be  the  duty  of  all  concerned  to  make  a  thorough  study, 
and,  in  die  light  of  the  then  existing  needs,  see  to 
what  extent  diese  ne\\-  taxes  could,  with  safet\\  in 
whole  or  in  part,  be  repealed.  I  am  sure  that  the  Gen- 
eral Assembly  of  1969  did  not  plan  or  intend  to  lev\' 
taxes  that  were  unnecessan,-.  What  tliev  did,  they  did 
in  good  faith  in  the  light  of  the  circumstances  at  that 
time,  and  in  the  interest  of  sound  government.  E.xcept 
in  the  sense  of  maintaining  a  "margin  of  safety."  I  do 
not  believe  that  it  is  proper  for  a  government  ever 


intentionally  to  tax  its  people  in  order  to  build  up 
surpluses. 

Of  course,  some  of  our  increased  re\"enues  are  due 
to  solid  economic  gro\^-th,  but  we  should  realize  tliat 
a  certain  percentage  is  due  to  inflation.  A  great  manv 
infonned  people  belie\'e  that  we  have  reached  the 
crest  of  a  wa\e  of  inflation  and  that  we  may  expect  a 
le\'eling  off  during  the  second  year  of  the  current 
period. 

The  President  of  the  United  States  has  embarked 
upon  an  anti-inflation  program  of  "'cooling  off  the 
econom\"."'  ^^'ill  he  be  successful?  \A'e  hope  so.  But  we 
must  realize  that  an\'  slowing  down  of  the  economy 
\\ill  be  reflected  in  a  le\"eling  off  and  perhaps  a  slight 
decline  in  our  revenues  in  the  months  ahead. 

The  forces  of  inflation  and  deflation  are  contend- 
ing for  the  control  of  our  economy.  Let  us  hope  that 
neither  \\-ins  a  clear  \-ictory.  ^^^lat  we  need  is  a  tie— 
a  draw,  or  an  impasse— with  a  resultant  stabilits'  in  our 
economy. 

I  VIEW  THE  FUTURE  with  confidencc  and  beheve  that 
official  predictions  as  to  revenue  will  be  realized, 
but  in  a  national  and  \\'orld  econonl^■,  we  niav  expect 
the  unforeseen.  We  would  be  naive  indeed  if  we  did 
not  realize,  for  instance,  that  the  dollar  can  be  affected 
b\-  the  status  of  the  pound,  the  franc,  and  the  mark. 
And  any  world  crisis  becomes  a  crisis  for  us.  I  do  not 
predict  a  recession,  but  I  do  say  that  we  are  so  in- 
\olved  in  world  affairs  ha\ing  to  do  with  the  war  and 
whether  it  is  brought  to  an  end  that  our  policy  should 
be  dictated  bv  considerable  caution. 

Let  me  sav  that  good  fiscal  policy  is  not  an  end  in 
itself  but  is  the  medium  through  which  the  state  is 
able  adecjuatelv  to  serve  its  people.  I  diink  that  not 
onh"  must  a  budget  be  in  balance  but  also  the  pur- 
poses for  which  appropriations  are  made  must  be 
justly  related  to  the  needs  of  the  people.  In  other 
words,  a  budget  must  be  partly  judged  bv  other  than 
fiscal  e\idence.  If  it  is  a  good  budget,  it  must  not  only 
be  in  balance,  but  also  provide  for  the  true  and  e\"i- 
dent  needs  of  the  state's  more  than  five  million  people. 
Judged  by  this  standard,  we  can  be  proud  of  the  pur- 
poses to  \\-hicli  our  budget  is  dedicated. 

It  is,  of  course,  impractical  to  describe  or  even 
list  the  many  worthy  objecti\'es  of  the  budget.  So  far 
as  the  Higliwa\-  Fund  is  concerned,  I  will  merely 
point  out  that  it  is  totally  dedicated  to  highway  pur- 
poses, \\-hich  includes  the  construction  and  mainte- 
nance of  the  largest  system  of  public  roads  of  any 
state  in  the  Union.  Its  complex  of  interstate,  primary', 
and  secondar\-  roads  literalh'  draws  all  parts  of  the 
state  together  into  one  great  communit^^ 

In  speaking  of  the  General  Fund,  less  than  4  per- 
cent goes  to  pay  for  what  we  call  the  general  go\'- 
emment  in  Raleigh.  All  the  rest  goes  back  to  counties, 
cities,  towns,  or  townships  in  one  form  or  another— a 
\ast  program  it  is,  including  public  welfare,  pubhc 
health,  law  enforcement  and  correction,  and,  of  course. 
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education,    which    embraces    universities,    communit^■  passion  in  the  treatment  of  those  who  have  violat-ed 

colleges,  and,  last  but  not  least,  the  public  schools  that  our  law  s.  Thev  will  take  note  of  our  concern  for  the 

deal  with  the  destinv  of  o\-er  a  million  children.  To  preservation  of  our  history  as  expressed  in  the  public 

dramatize  the  importance  of  this  last  item,   we  find  archi\es,  as  well  as  our  aid  to  outdoor  dramas  which 

that  approximately  72  percent  of  every  General  Fund  sing  of  the  story  of  our  people.  They  will  learn  of  our 

dollar  goes  for  some  phase  of  education.  aid  to  art,  music,  and  the  drama,  and  of  our  provision 

A  hundred  years  from  now,  if  people  look  back  for   i^roducing   excerpts   from   Shakespeare   and   Carl 

and  read  the  purposes  of  our  budget,  they  will  know  Sandburg  on  the  stage  in  the  public  schools.  \'\niile 

the  nature  of  our  people.   Thev  will  know   that  we  these  matters  arc,  comparably  speaking,  minor  in  cost, 

were  concerned  about  the  welfare  of  the  handicapped  thc\'  are  significant  as  grace  notes  to  our  educational 

and  the  disad\'antaged.  In  fact,  as  thev  read  of  our  theme.  Yes,  those  who  read  of  our  budget  in  future 

hospitals,  of  our  mental  institutions,  as  they  read  of  \ears  will  belie\'e  that  we  wished  to  do  the  best  for 

our  program   for  the  lame,   the  halt,   and  the  blind,  our  people  within  our  abi]it\'  to  pav,  and  sought  to 

they  will  think  of  the  spirit  of  the  Good  Samaritan!  dedicate  thi'  substantial  burden  of  government  to  the 

Thev  will  know  of  our  devotion  to  justice  and  com-  humane  needs  of  all  Xorth  Carolinians. 
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Exaraining  tlie 
North  Carolina 
Crirainal  Code 


By  Sidney  S.  Eagles 


IN  RECENT  MONTHS 

eonsidt'rablc  interest  has  clex  clopt'd  in  tlu'  possil^le 
desirabilit\'  of  re\isiiig  the  North  C'arohiia  criminal 
code.  As  a  resnlt,  the  Attorni'\-  Cieiieral's  office  has 
.set  about  in\estigating  this  question.  The  Attorne\' 
General  will  appoint  an  ad  hoc  committee  that  \\ill 
include  several  eminent  judges,  experienced  prosi-cu- 
tors.  defense  attorneys,  and  a  ntimber  of  la\\'  enforci'- 
ment  personnel.  This  composition  is  di'si'j;ncd  to  gi\"e 
the  Attorne\"  General  a  recommendation  hom  a  cross- 
section  of  those  elements  of  our  criminal  justice  s\'s- 
tem  who  are  concerned  from  dav  to  da\"  witli  the 
administration  of  justice. 

This  ad  hoc  committee  will  ha\e  a  limited  life 
and  a  limited  task.  Its  duties  \\  ill  hv  confined  t(5  stud\'. 
analysis,  and  recommendations  relating  to  the  an- 
swers to  se\"eral  critical  questions.  First,  it  must 
answer  the  question  whether  to  re\"ise  our  crimin^d 
law  and  criminal  procedure  at  all.  Then  it  must  deal 
with  the  scope  of  any  proposed  re\ision;  for  example, 
whether  a  general  reyision  of  all  North  Carolina  case 
law  and  statutory  law  from  throughout  tlie  General 
Statutes  should  be  included,  or  whether  a  general 
revision  should  be  limited  to  the  statutory-  law  con- 
tained in  Chapters  14  and  15.  or  perhaps  simply  a 
"spot  re%ision"  of  certain  areas  of  the  General  Stat- 
utes that  have  consistently  presented  problems  to 
prosecutors,  judges,   and   defense   attorneys. 

In  the  last  few  years  some  substantial  changes 
and  improvements  have  been  made  in  North  Carolina 
statutory  law.  The  Business  Corporation  Act.  Chapter 
55,  was  enacted  in  1955;  the  Intestate  Succession  Act 
became  law  in  1959;  the  Uniform  Commercial  Code 
superseded   much   of   the   state's   commercial   law   in 


1967;  the  Rules  of  Ci\il  Procedm-e  take  effect  in 
januarw  1970.  It  is  notewortln'  that  each  of  these 
m;ijor  inncnations  is  concerned  primarily  \\ith  the 
ci\il  side  of  the  law. 

Diligent  ellorts  haw  iilso  been  made  by  the 
|ucli(.i;il  C'onneil.  b\'  the  Goxcrnor's  Committee  on 
L;i\\  ;md  Order,  and  hv  other  groups,  as  well  as  by 
indixidual  k's^islators.  in  recommending  spot  impro\'e- 
mi'iits  to  our  criminal  ku\  s.  Furthermore,  significant 
legislation  like  the  Riot  and  C;i\il  Disorder  Bill  and 
the  1969  act  reducing  the  punishments  for  many  mis- 
demeanors to  exempt  certain  types  of  cases  from  the 
requin.'ment  for  appointed  counsel  for  indigent  de- 
fendants has  also  been  enacted.  Hut  these  efforts  at 
inipr()\  ing  North  Carolina  criminal  law  and  procedure 
often  ha\e  been  hampered  hv  a  lack  of  coordination 
;uul  In   tlie  ;ibsenee  of  any  over-all  plan. 

The  excellent  job  done  In'  the  Judicial  Council, 
opeiating  on  a  limited  staff  ;uid  with  a  limited  man- 
diite.  is  not  to  be  minimized.  Ilowexer,  the  time  has 
come  for  the  o\er-all  structure  of  North  Carolina 
criminal  law  and  criminal  procedure  to  be  closely 
exiimined  to  determine  whether  a  general  revision  is 
called  for.  If  it  appears  that  a  general  revision  is  not 
requirtd.  then  it  must  be  determined  whether  some 
less  exteiisi\e  re-t'xamination  of  the  subject  may  be 
called  for.  No  such  examination  in  perspecti\e  has 
been  accomplished  in  several  decades. 

The  plan  is  that  from  the  Attorney  General's  staff, 
from  the  several  law  school  faculties,  from  the  Insti- 
tute of  Government,  and  from  such  other  sources  as 
become  available  an  o\ervie\\-  will  be  provided  for 
the  ad  hoc  committee  so  that  it  can  intelligently 
determine  and  recommend  to  the  Attorney  General 
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the  need,  the  scope,  and  the  feasibility  of  a  criminal 
law  and  criminal  procedure  review  project.  The  com- 
mittee will  report  to  the  Attorney  General  not  later 
than  June  1,  1970. 

The  committee's  recommendations  will  include 
suggested  answers  to  the  following  questions,  among 
the  many  that  will  come  to  its  attention: 

—Should  we  undertake  any  revision  of  tlie  criminal 

law  and  criminal  procedure  in   North  Carolina? 

— Sliould  this  revision  include  a  codification  of  the 

common  law? 
—Should  this  revision  include  Chapters  14,  15,  18, 
and  20  of  the  General  Statutes  or  merely  parts 
of  these? 
—Should   the  revision   be   undertaken   by   an   aca- 
demicallv  inclined  commission   of  draftsmen  re- 
porting directlv   to   the  Attorney   General,   by  a 
drafting  committee  reporting  to  a   special  com- 
mission appointed  bv  the  Attorney  General  or  by 
the  Governor,  bv  a  semi-permanent  commission 
charged  with   the   long-range  task  of  examining 
the  criminal  law,  or  bv  a  combination  of  all  or 
parts  of  these  components  with  a  more  effective 
use  of  the  presently  existing  Judicial  Council  with 
increased  support  and  staff  resources? 
Upon  a  determination  of  these  questions  and  the 
formulation  of  a  recommendation,   two   questions 
that  are  primarily  a  matter  of  estimate  remain:   the 
estimated  time  required  for  a  revision  of  the  scope 
recommi'ndcd  using  the  technic|ue  suggested,  and  the 
estimated   cost   of   the   project    in    the    form    recom- 
mended bv  the  committee. 

Assuming  for  a  moment  that  the  ad  hoc  commit- 
tee's recommendations  indicate  that  many  areas 
throughout  the  state's  statuton-  criminal  law  and  pro- 
cedure need  attention  and  that  some  form  of  tempo- 
rarv  commission  with  staff  be  appointed  to  examine 
the  problem  areas,  the  Attorney  General  is  prepared 


to  seek  from  the  Governor's  Committee  on  Law  and 
Order  enough  additional  funding  to  do  the  job.  The 
Law  and  Order  Committee  is  the  conduit  through 
whicli  federal  funds  are  made  available  for  projects  of 
this  t)'pc.  Should  funding  from  that  source  not  be 
available,  the  Attorney  General  is  prepared  to  solicit 
funds  from  private  foundations  and  other  nongovern- 
mental endowments.  As  a  third  alternative,  if  all  other 
funding  alternatives  fail,  the  Attorney  General  is  pre- 
pared to  request  an  appropriation  from  the  1971  Gen- 
eral Assembly  to  implement  the  ad  hoe  committee's 
recommendations. 

Assuming  the  availability  of  funds,  which  is  a 
rather  large  assumption,  we  anticipate  that  a  com- 
mission of  temporarv  duration  with  a  staff  directed 
by  an  assistant  attorney  general  will  be  appointed. 
The  basic  philosophy  of  this  commission  and  its  staff 
will  be  than  change  Tor  its  own  sake  is  not  desirable 
and  that  the  primary  aim  of  the  project  will  be  to 
clarif\'  our  criminal  law  and  procedure,  when  possible 
eliminating  those  aspects  of  the  procedure  that  are 
no  longer  required  for  protection  of  the  rights  of  the 
accused  in  order  to  facilitate  expeditious  conduct  of 
the  court. 

MANY 

law  enforcement  officials,  lawyers,  and  judges  have 
recently  come  to  think  that  any  revision  of  the 
criminal  law  autoiuaticallv  means  a  substantial  re- 
duction in  the  protection  afforded  society  and  an 
increase  or  addition  to  the  rights  or  protections  ac- 
corded to  an  accused  defendant.  While  protection  of 
accused  defendants"  constitutional  rights  must  neces- 
sarily be  a  hallmark  of  any  criminal  code  revision  in 
this  day  and  time,  the  criminal  law  revision  project 
is  not  intended  to  be  party  to  any  wholesale  watering- 
down  of  the  traditional  protections  afforded  society 
by  tlie  criminal  justice  system. 


This  article  ivas  adapted  from  a  presentation 
made  by  the  author  before  the  Solicitors'  Confer- 
ence recently  held  at  the  Institute. 

Eagles  is  an  Assistant  Attorney  Ceneral.  He  has 
served  as  Revisor  of  Statutes  and  ex  officio  Secre- 
tary to  the  General  Statutes  Commission  since 
1967,  after  servin<^  a  three-year  tour  as  an  Air 
Force  Judge  Advocate. 

A  native  NortJi  Carolinian,  he  holds  the  B.A.  and 
Law  degrees  from  Wake  Forest  University. 
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City-County  Consolidation  in  Indianapolis 


By  DAVID  M.  LA^VRE^CE 
and  H.  RUTHERFORD  TL  RXBULL,  III 


In  the  language  of  political  scientists,  "consolidation"  broadly  means  the  merger 
of  a  city  government  with  a  coimty  government,  residting  in  one  government  where 
there  ^vere  formerly  t^vo.  This  definition,  ho^ve\'er.  siibsiunes  more  partictdar  ones. 
Thus,  "consolidation"  differs  remarkably  in  Miann-Dade  Comity,  Xash\ille-Davidson 
County,  Jacksonville-Dtival  Comity,  or  Baton  Rouge  and  East  Raton  Rouge  Parish. 
Each  of  these  consolidations  has  been  nioti\aied  by  different  forces,  resulted  in 
di\erse  restructmdngs  of  local  go\'ernments.  and  presented  its  o^s'ii  problems  for  the 
new  sinole  orovernment.  The  most  recent  successful  consolidation  occurred  in 
Indianapolis-Marion  Comity.   Indiana. 

For  North  Carolina,  consolidation  has  a  special  interest.  Dinliam  and  Dtirham 
County  failed  to  consolidate  in  1960.  and  Charlotte  and  Mecklenburg  County  have 
obtained  legislative  aiuhoritv  to  make  a  consolidation  study,  which  is  no^v  under  way. 

The  foctis  of  this  article  will  be  on  the  reasons  for  the  consolidation  in 
Indianapolis,  the  form  it  has  taken,  and,  to  a  lesser  degree,  some  of  the  problems  it 
has  occasioned. 


On  March  f;3.  f969.  the  Governor  of  Indiana 
signed  into  law  a  liill  con.solidating  the  go\ernments 
of  Indianapolis  and  Nhirion  Countv.  \\'ithout  resort  to 
a  local  referendum,  the  state  legislature  had  created 
the  "Consolidated  Cit\-  of  Indianapolis,"  the  twelfth 
largest  city  in  the  United  States.  The  boundaries  of 
the  "old  citv"  were  made  coextensive  \\ith  the 
"countv."  When  interim  arrangements  are  complete, 
in  Januarv  of  1972.  residents  of  the  entire  countv  \\ill 
elect  a  mayor  and  a  29-member  council,  of  which  25 
members  will  he  from  districts.  The  ma\or  will  direct 
the  government  through  a  six-man  cabinet,  while  the 
council  will  operate  as  a  legislature,  with  final  budget- 
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arv  contiol  o\er  the  go\ernment  { and  over  some 
independent  agencies  not  consolidated).  Until  1972, 
go\ernment  will  continue  under  the  incumbent  mayor 
of  Indianapolis,  whose  jurisdiction  has  been  extended 
to  the  boundaries  of  the  "new  city,"  and  under  a 
comljined  council  of  14— the  present  nine-man  cit\'  and 
fi\e-man  count\-  councils.  Of  all  incumbent  elected 
officials  in  the  countw  only  three— the  members  of  the 
countv  commission— lost  their  jobs. 

Despite  the  apparent  simplicitv'  of  this  outline, 
consolidation  in  Indianapolis  has  taken  a  complicated 
and  confusing  fomi— a  form  that  is  but  a  uav-station 
on  the  road  to  total  consolidation.  To  understand  that 
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form  and  \\h\'  it  uas  instituted,  it  is  necessary  first 
to  sketch  what  came  before. 

The  old  citv  was  governed  under  the  so-called 
strong-mavor  plan,  with  a  ma\'or  elected  citv-wide 
and  nine  councilmen  also  elected  at  large,  but  re- 
quired to  reside  in  disti'icts.  Although  local  elections 
in  Indiana  are  partisan— indeed,  highly  so— each  party 
was  guaranteed  some  representation  on  the  council 
by  charter  proyisions  that  limited  party  slates  to  six 
candidates.  In  addition,  interparty  arrangements  guar- 
anteed at  least  one  Xegro  seat  on  the  council. 

Marion  County,  before  consolidation,  was  go\- 
erned  hv  a  county  commission  and  a  county  council. 
What  little  e.xecutiye  power  there  was  in  the  county 
resided  in  the  commission,  which  \\as  primarily  re- 
sponsible for  counts'  roads  and  drainage;  it  also  had 
minimal  legislati\e  powers.  The  more  important  legis- 
latiye  body  was  the  countv  council.  Although  the  tra- 
ditional county  council  in  Indiana  was  restricted  to 
budget-making  and  taxing,  the  urbanization  of  unin- 
corporated areas  has  necessitated  expansion  of  the 
powers  of  this  body,  largely  in  the  past  two  decades. 

The  count\'  commission  and  council  shared  the 
operation  of  county  goyernment  with  a  number  of 
constitutionally  required  officers.  Prominent  among 
these  were  the  .sheriff,  the  auditor,  the  assessor,  the 
treasurer,  and  the  recorder,  each  with  certain  line 
responsibilities  in  count\'  go\ernment,  and  each 
elected   separateh'  h\   county   yoters. 

Another  set  of  go\ernments  ran  the  schools.  School 
systems  are  operated  independently  in  Indiana,  with 
separate  borrowing  and  taxing  po\\ers.  Marion  County 
had  ele\en  systems,  one  coterminous  with  the  old  citv 
of  Indianapohs  and  ten— usually  organized  along 
township  boundaries— outside  the  citv. 

Townships  lines  were  not  utilized  solely  for  school 
purposes.  Each  township  in  the  counts"  elected  a  tax 
assessor,  responsible  for  appraisal  and  assessment 
under  the  direction  of  the  count\'  assessor.  Munici- 
palities ( including  Indianapolis  )  often  contained  por- 
tions of  se\-eral  townships,  and  differing  appraisal 
policies  among  the  assessors  could  and  did  create  a 
certain  amount  of  unfairness.  Finally,  each  tou'nship 
also  elected  a  trustee,  who  was  responsible  for  pro- 
\"iding  general  relief  within  the  township. 

A  final  level  of  go\ernnients  was  the  special  dis- 
tricts. The  Constitution  of  Indiana  restricts  the  debt 
of  municipal  corporations  of  the  State  to  2  percent  on 
the  value  of  the  taxable  property'  within  each  coqiora- 
tion.  The  present  \'alue  of  taxable  propert\'  within  all 
of  Marion  County  is  about  SI. 8  billion;  2  percent  of 
that  is  a  mere  S.36  million.  For  a  countv-wide  popu- 
lation of  800,000,  a  borro\\ing  power  limited  to  S36 
million  is  pitifulh-  inadequate.  Faced  with  this  limi- 
tation, leaders  in  Marion  County  chose  a  path  often 
traveled  in  the  North  and  Far  W'est.  They  created  a 
maze  of  special,  single-function  districts.  In  the  last 
twents'  years  most  municipal  line  functions,  with  the 
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prominent  exceptions  of  fire  and  police,  were  extended 
to  the  counts  line  or  close  to  it  and  made  the  pro\ince 
of  special-district  governments. 

Each  of  these  special  governments  was  placed 
under  the  control  ol  i  board  or  commission,  which 
set  polic)-,  le\icd  its  taxes,  and  issued  bonds.  (Bond 
referendums  are  not  legally  necessary  in  Indiana. ) 
Although  in  some  cases  all  members  of  a  board  might 
be  appointed  hy  the  Indianapolis  mayor,  the  more 
frequent  arrangement  saw  appointments  also  made 
by  the  city  council,  the  county  council,  and/ or  the 
county  commission.  Even  when  all  appointments  were 
made  b\'  the  mavor,  terms  were  often  staggered,  so 
that  it  was  a  rare  board  that  was  directly  responsible 
and  responsi\'e  to  any  one  man  or  group. 

Two  examples  should  serve  to  portray  the  ex- 
tremes to  which  this  functional  specialization  was 
prone.  When  the  city  and  county  decided  to  con- 
struct a  joint  office  building,  the\'  created  a  citv- 
count\'  building  authorit\-  to  sell  the  bonds  and  build 
and  operate  the  building,  That  is  the  sole  function 
of  this  authority.  \Mien  the  two  governments  decided 
that  thev  ought  jointh'  to  build  a  civic  center,  they 
did  not  turn  to  their  alread\'  functioning  building 
authority  but  created  a  capital  impro\ements  board 
to  sell  those  bonds  and  build  and  operate  that  facility. 
Doubtless  future  large  construction  projects  would 
ha\"e  begot  new  authorities. 

The  de\ice  of  single-function  governments  enabled 
Indianapolis  and  Marion  County  to  a\oid  financial 
confusion,  but  the  price  was  uncoordinated  develop- 
ment. According  to  the  present  mavor,  the  separate 
boards  atb-acted  first-rate  members,  men  of  high  prin- 
ciple and  strong  con\ietion.  That  was  part  of  the 
trouble.  Their  con\ictions  often  reflected  the  exigen- 
cies that  confronted  the  boards  on  which  the\'  served, 
and  they  became  ad\'Ocates  for  a  particular  function. 
Coordination  between  functional  governments  became 
the  exception,  confusion— and  occasionally  conflict— 
the  rule. 

A  second  problem  grew  from  the  method  of  ap- 
pointing board  members.  As  noted  above,  appoint- 
ments usualh'  were  made  bv  a  number  of  elected 
officials  with  differing  constituencies.  The  result  was 
that   the   Indianapolis   nia\or,   reckoned   bv   the   text- 
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books  as  a  strong  mavor.  was  left  with  few  functions 
under  his  control.  (  Since  Indianapolis  usually  elected 
Democratic  ma\ors  while  the  rest  of  the  countv  was 
strongh'  Republican,  the  possibilit\'  is  e\ident  that  the 
isolation  of  the  ma\or  was  not  without  partisan  mo- 
tives. )  Again,  coordinated  de\-elopment  of  the  region 
was  the  victim. 

A  final  result  of  go\ernmental  fragmentation  in 
Marion  Countv  was  the  practical  impossibilitv  of 
annexation  bv  Indianapolis.  Annexation  in  Indiana 
depends  upon  a  successful  referendum  in  the  area  to 
be  annexed.  Since  the  onlv  real  ser^ices  that  Indi- 
anapolis could  offer  for  its  higher  tax  rate  were  police 
and  fire  protection— ser\-ices  alreadv  enjo\'ed.  albeit 
on  a  lower  ser\ice  level,  bv  suburban  residents— suc- 
cessful annexation  referendums  became  few  and  far 
bet^veen. 

In  1965.  the  Democrats,  riding  the  crest  of  the 
Johnson  wa\"e.  gained  control  of  Indiana  state  govern- 
ment for  the  first  time  in  recent  \'ears.  The  Demo- 
cratic-controlled citv  gowrnment.  seeking  to  press 
this  advantage,  presented  to  the  legislature  a  plan  to 
gi\e  the  ma\-or  sufficient  appointi\e  powers  to  control 
each  of  the  single-function  boards.  The  plan  was 
objectionable  on  the  grounds  that  it  ga\e  the  ma\-or— 
elected  onlv  bv  citv  residents— control  over  bodies 
empowered  to  tax  residents  of  the  entire  count\-. 
Perhaps  this  was  the  reason  it  was  onlv  partialh"  suc- 
cessful—while some  boards  were  restructured,  manv 
were  not. 

The  ne.xt  step  in  governmental  reform  was  die 
creation  of  the  Greater  Indianapolis  Progress  Com- 
mittee, a  semiofficial  group  of  professional  and  busi- 
ness leaders  established  to  advise  the  mavor.  Out  of 
this  bodv  came  two  proposals  submitted  to  the  1967 
legislature.  The  one  urging  consolidation  of  the  count%' 
and  cit\-  police  departments  failed;  the  other,  grant- 
ing substantialh'  increased  powers  to  the  Mass  Tran- 
sit Authoritw  a  countA-wide  road-building  agencv. 
passed. 

The  municipal  elections  of  1967  and  tlie  state 
elections  of  196S  led  to  a  complete  turn-about  in 
political  power  in  Indiana.  For  the  first  time  in  long 
memor\-  the  Republicans  controlled  Indianapolis. 
Marion  Countv-.  the  legislative  delegation,  the  legis- 
lature as  a  whole,  and  the  governor's  chair.  With  the 
stars  so  in  conjunction,  the  Republicans  acted.  The 
mavor.  Richard  G.  Lugar.  had  been  elected  on  a 
platform  of  "good  government";  utilizing  the  offices 
of  the  Progress  Committee,  he  and  his  advisers  sur- 
faced with  the  general  plan  that  finallv  passed.  He 
had  traveled  wiclelv  within  the  state  before  the  1968 
elections,  speakina;  for  Republican  candidates  and 
raising  funds,  and  these  I.O.U.s  became  the  founda- 
tion of  passage  of  the  plan  in  the  legislature,  .\fter 
an  extensive  local  campaign  (  that  resulted  in  a  num- 
ber of  amendments  to  make  the  plan  more  palatable 
to  various  forces  in  the  countv),  the  delegation  closed 


forces  behind  consolidation,  and  a  partisan  vote 
swept  it  through  the  legislature.  Consolidation- 
dubbed  Unigov  bv  the  press— was  at  hand. 

The  Executive 

One  of  the  major  changes  wTOught  bv  the  Unigov 
legislation  places  the  mavor  in  a  position  of  legal  and 
probablv  political  leadership  ov'er  most  of  the  govern- 
mental activities  in  the  citv.  For  tln'  first  time  in  many 
vears  one  official  should  lie  able  to  provide  direction 
and  coordination  to  government  in  the  area.  This  was 
accomphshed  bv  merging  into  six  departments  eight 
of  the  single-function  governments  that  lav,  like  so 
manv  geologic  strata,  upon  the  bedrock  of  citv  and 
countv  government.  The  directors  of  these  depart- 
ments—five of  whom  are  appointed  by  the  mayor, 
\\ith  council  approval,  while  the  sixth  is  subject  to 
mavoral  confirmation— serve  in  the  mavor's  cabinet, 
which  is  designed  as  the  major  policv-making  and 
chief  coordinative  device  in  the  government.  Time 
and  again,  when  department  heads  and  division  chiefs 
were  asked  how  interdepartmental  conflicts  would  be 
resolvT'd.  thev  rt'plied.  "through  the  cabinet." 

Dav-to-dav  operations  of  the  government  are  the 
responsibilitv  of  the  mavor.  his  staff,  and  his  cabinet. 
He  mav  dismiss  the  five  directors  he  appoints,  and 
probablv  can  marshal  great  pressure  to  effCct  dismissal 
of  the  sixth.  Tlirough  his  directors  he  mav  control  the 
hiring  and  firing  of  division  heads.  Since  he  also  con- 
trols three  of  the  five  appointments  to  the  depart- 
mental boards  (elaborated  on  below),  he  should  also 
be  able  to  exercise  great  influence  over  their  activi- 
ties. A  final  pow  er  worth  mention  is  his  line-item  veto 
ovi'r  budget  ordinances,  which  can  be  overridden  onlv 
bv  tv\()-thirds  of  the  entire  council. 

Xo  salariis  are  set  bv  the  charter.  Rather,  the 
council  has  this  responsibilitv.  The  one  restraint  is 
that  the  salaries  of  the  mavor  and  councilmen  cannot 
be  raised  during  their  terms  of  office.  Any  such  in- 
creases must  take  effect  upon  the  beginning  of  the 
next  tenn  for  those  officials. 

The  Administration 

Tlie  new  departments  eliminate  eight  of  the  for- 
merlv  independi'ut  single-function  governments.  How- 
ever, five  other  districts  remain  ( although  the  new 
government  will  control  their  budgets),  as  do  the 
constitutional  officers,  the  township  officers,  and  the 
indi'pendent  schools.  Budgets  of  the  constitutional 
officers  will  also  be  set  bv  the  council,  but  schools  and 
tow  nship  trusti  I's  retain  even  their  fiscal  independ- 
ence. 

Each  of  those  special  districts  incorporated  into 
Unigov  also  retain  their  respective  geographic  juris- 
dictions, at  least  for  the  foreseeable  future.  This 
means  that  some  departments  operate  over  different 
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ijc'ograplix'  lor  clillcrcnt  S('r\icc's— a  sitnatiDii  lioin  not 
of  lot^ic  hut  ot  politics. 

•  The  Dcjiaitiiicntdl  Boards.  An  unusual  feature  of 
the  Indianapolis  eonsolidation  is  the  pioxision  loi' 
special  hoards  for  fi\i'  of  the  six  departments  of  gox - 
ernment  ( tlu'  DepartmiMit  of  Administralion  has  no 
such  hoard).  l'\)ur  of  these  hoards  can  he  tliseussed 
ill  teinis  of  a  general  model— the  Boards  ol  I'uhlic 
Safetw  Puhlic  Works,  Transportation,  and  Parks  and 
Recreation.  The\-  will  each  ha\e  fi\e  unsalaried  mem- 
hers— two  appointed  hv  the  ma\'or,  two  h\-  the  coun- 
cil, and  the  director  ol  ihc  department,  who  serves 
ex  officio  as  prcsidini^  officer.  (The  ori<j;inal  plan 
would  ha\e  <i;i\-en  the  mavor  all  lour  a|ipointuK'nts, 
hut  this  fi'ature  w  as  compromised  out.  )  CieneralK' 
these  hoards  are  empowered  to  re\iew  their  di'part- 
mental  hudgets  Ix'foi'e  snhmission  to  the  council,  to 
approNc  all  contracts,  in\'o]\in;j;  capital  ecjuipment  or 
impro\enicnts  when  puhlic  adxcrtisement  is  rc"(juired, 
and  to  sell  property  of  the  department.  In  addition, 
all  except  the  Board  of  Puhlic  Safety  are  empowered 
to  hold  those  hearings  their  departments  are  recjuired 
to  hold.  Finallw  the  Itoards  have  a  nehulous  polic\- 
making  power.  The  literature  of  the  go\ernment  men- 
tions this,  but  the  chartei-  itself  is  not  clear.  During 
our  \isit.  officials  were  not  vet  suri'  of  the  extent  of 
policv-making  acti\it\'  h\'  thi'  hoards,  hut  seemed  to 
think  it  would  depend  upon  the  sti'engths  of  the  per- 
sonalities   iuNohi'd. 

The  fifth  hoard,  the  Metropolitan  De\elopment 
Commission  (MDC),  is  somewhat  difiercnth-  con- 
stituted and  has  broader  powers.  Initiallv  it  too  was 
intended  to  mirror  the  basic  model  outlined  above, 
but  political  pri'ssure  caused  re\ision.  It  will  be  a 
nine-man  bipartisan  board,  appointed  as  follows:  foiu' 
by  the  mavor,  three  b\'  the  council,  and  two  hv  the 
countv  commissioners.  (Recall  that  the  commission- 
ers lost  tlu'ir  jobs.  However,  for  various  appointments 
and  for  opi'iating  the  countv  home,  a  county  com- 
mission consisting  of  the  countv  auditor,  assessor,  and 
treasurer— all  ser\  ing  ex  officio- w  ill  continue  to  exist. ) 
The  commission  will  appoint  the  director  of  the  de- 
partment, subject  to  confirmation  by  the  mayor.  It 
will  also  act  as  a  planning  and  zoning  commission 
and  as  a  rede\elopment  commission  and  will  ha\'e  the 
power  to  sue  or  be  sued  in  its  own  name.  It  has  the 
same  contraet-appro\al  and  budgetar\-re\  iew  powers 
as  the  other  four  boards. 

•  Department  of  Adiiihiistration.  All  internal  ser\iee 
functions  of  Unigo\'  are  included  in  this  department; 
Finance,  Purchasing,  Law,  Personnel.  Citizens  Affairs 
( primarih-  public  relations,  although  it  also  handles 
citizen  complaints),  and  Records.  Because  of  their 
important  responsibilities,  the  administrators  of  the 
Finance  and  Legal  Divisions  are  appointed  b\'  the 
mayor  rather  than  by  the  director  of  the  department. 

The    legal    division    merges   separate    legal    offices 


that  hatl  been  seiving  ihe  sepaiate  agencies  of  Marion 
Couut\— this  is  a  major  accomplishment  of  consolida- 
tion. L'nfoitunaleK .  in  the  process,  each  ol  these 
oHiccs  has  taken  on  the  character  of  the  city's  legal 
office- political  aTid  pait-time.  Traditionally  each  new 
ii'a\-or  ol  the  cit\'  has  brouglit  in  his  own  attorne\'  and 
legal  stall,  and  transition  has  not  alwaws  been  smooth. 
Indeed,  the  present  corporation  coimsel  told  us  that 
he  learned  nothing  from  his  predeicssor  upon  taking 
office,  sa\e  that  the  cit\-  had  a  brief  dni'  in  the  State 
Supreme  C^ourt  in  three  days'  time.  The  political 
character  of  the  office- the  incmnbent  sees  his  loyal- 
ties King  to  tile  maxor  and  to  the  Republican  county 
chairmen— will  ]-)robabh'  remain.  There  is,  however, 
no  danger  that  the  council  will  react  to  the  attorney's 
lo\alt\  to  the  maxor  bv  attempting  to  hire  its  own 
lawA'cr;  Indiana  law  forbids  that.  The  corporation 
counsel  expressed  hope  that  the  legal  staff  might 
become  less  political  and  more  iirotessional,  but  to 
do  so  would  re(juire  a  rexision  ol  its  other  I'ssential 
charaeteristies— its  part-time  nature.  This  aspect  prob- 
ablv  deri\-es  from  the  political  nature  of  ihv  job,  as 
an  attornex'  xxould  not  xxant  to  gixc  up  his  practice 
for  a  fcx\-  vears'  serx  ice  in  goxcrnment.  Iloxvexcr,  as 
xxith  most  part-timi'  laxx  offices  in  large  city  gox'ern- 
ments,  the  xxork  has  tended  to  become  full  time  xvhile 
the  salarx'  remains  part-time,  and  this  may  be  a  pres- 
sure  toxvard   professionalizatioii. 

•  Dcjiartniiiit  of  Metropolitan  Derelojnnent.  This 
department  lepresents  an  effort  bx'  Indianapolis  to 
create  a  little  IIUD.  The  first  dixision  is  Housing,  in- 
corporating the  Housing  Aiithoritx'  into  the  goxern- 
ment.  The  department  is  responsibk^  for  planning  and 
site  location,  but  once  that  stage  is  past,  the  respon- 
sibilitx'  of  construction  and  operation  dexolxes  com- 
pletelx'  upon  the  Anthoritx-,  xx  liieh  has  its  oxxn  director 
and  opi'rates  independently.  (  Its  budget,  hoxvever, 
like  that  of  all  parts  of  the  consolidati-d  city,  is  sub- 
ject to  control  bx'  the  department,  the"  mayor,  and  the 
conneil.  ) 

The  second  dixision  is  l^rban  Renexxal.  xxith  re- 
sponsibilities as  the  name  implies. 

Tile  third  dixision  is  Planning  and  Zoning.  The 
MDC  acts  as  a  planning  commission,  xxith  respon- 
sibilitx-  hir  art'a-xxide  and  long-range  planning— and 
for  dex'eloping  the  cit\-'s  zoning  ordinance.  One  of  the 
proud  accomplishments  of  the  drafters  of  the  Unigov 
legislation  permits  the  MDC  to  hire  examiners  to  hold 
public  hearings,  make  findings  of  fact,  and  recom- 
mend courses  of  action  to  the  commission.  The  full 
board  holds  hearings  onlv  if  exceptions  are  taken  to 
the  examiner's  report.  A  second  feature  proxides  that 
if  the  council  does  not  approxe  the  zoning  as  pro- 
posed Iw  the  board,  it  shall  send  the  ordinance  back 
to  the  board  for  further  consideration.  If  thi'  ordinance 
is  resubmitted  xxithout  change,  the  council  must 
marshal  SO  percent  of  its  membi'rs  to  oxi'rrule  the 
board.  For  granting  variances   ( in  Indiana,  in  contra- 
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distinction  to  North  Carolina,  use  variances  are  per- 
fectly proper),  three  boards  of  zoning  appeal  with 
concurrent  jurisdiction  e.xist  within  the  department. 
In  addition,  each  "excluded"  tox^n  ( see  page  24 )  ma\' 
have  a  board  of  zoning  appeals— two  members  ap- 
pointed by  the  MDC  and  three  bv  the  mayor  of  the 
town.  If  the  director  of  development  excepts  to  a 
decision  of  any  of  these  boards,  he  mux  appeal  it  to 
the  MDC.   From  there,  the  onlv  recourse  is  judicial. 

The  Division  of  Buildings  consolidates  all  inspec- 
tions in  the  countv. 

Finally,  there  is  the  Division  of  Code  Enforce- 
ment, headed  hv  an  attonie\'  ( full  time )  assigned  bv 
the  Legal  Division. 

Tlie  Department  of  Metropolitan  De\elopment 
also  has  some  built-in  coordinative  features  with  other 
departments  of  government.  For  instance,  park  ac- 
quisitions must  be  appro\ed  b\-  the  MDC.  (There  is 
no  comparable  site  acquisition  approxal  power  \is-a- 
\'is  schools,  but  the  director  reported  an  excellent 
working  relation.ship  with  the  schools,  and  pointed 
out  that  the  master  plan  makes  general  areal  pro- 
vision for  school  sites).  The  relati<inship  with  the 
Transportation  Department  regarding  transportation 
planning  is  as  vet  obscure  and  mav  require  mediation 
or  even  decision  b\-  the  ma\or  Ix'fore  the  lines  are 
establi.shed. 

•  Department  of  Public  Safety.  The  director  of  pub- 
lie  safety  has  jurisdiction  over  police  and  fire  services 
in  Indianapolis.  A  prominent  feature  of  the  consolida- 
tion is  the  restriction  of  city  police  and  fire  ser\ices 
within  the  boundaries  of  the  old  citv.  The  legislation 
drafters  were  faced  with  a  countv  sheriff's  department 
and  a  number  of  small  municipal  police  forces  and 
with  a  developed  system  of  volunteer  fire  depart- 
ments. Each  of  these  provided  services  to  the  people 
outside  the  old  city  for  less  than  the  city  itself  could 
have  afforded  (albeit  with  eommensurately  lower 
service  levels),  and  each  had  deep  political  strength. 
Also,  Mayor  Lugar  had  vowed  not  to  raise  ta.x  rates, 
and  expansion  of  police  and  fire  services  were  incon- 
sistent with  this  goal.  At  present  (and  under  con- 
solidation no  change  is  imminent),  there  is  little  co- 
ordination between  the  city  police  and  the  sheriff's 
office;  howe\er.  an  e.xtensi\"c  network  of  mutual-aid 
contracts  coordinate  fire  protection,  and  the  eitv  helps 
train  volunteer  firefighters.  Although  the  Charter  pro- 
vides for  extension  of  city  police  and  fire  services, 
when  this  extension  will  occur  is  a  matter  for  con- 
jecture. 

The  director  of  the  Department  of  Pubhc  Safety 
appoints  the  police  chief  and  the  fire  chief,  while 
these  respective  chiefs  may  appoint  their  own  execu- 
tive assistants.  .\11  other  members  of  both  police  and 
fire  departments  are  under  civil  service,  and  a  large 
part  of  the  legislation  pertains  to  this  svstem.  (These 
are  the  only  municipal  employees  mider  ci\il  ser\-ice. 


but  sanitation  workers  ha\e  recently  organized  a 
union. )  Tlie  act  also  pro\'ides  for  a  police  re\"iew  pro- 
cedure and  for  an  education  loan  fund  for  college 
training  of  potential  police  officers. 

Public  Safet\'  also  has  responsibilits-  for  civil  de- 
fense, the  dog  pound,  and  weights  and  measures. 

•  Department  of  Public  Works.  Pulilic  Works  took 
over  the  areas  of  sanitation  ( including  refuse  disposal 
and  sewerage),  drainage,  flood  control,  air  pollution, 
maintenance  of  municipal  property  the  motor  pool, 
and  the  cit\'  market.  The  director  of  the  department 
\oiced  a  certain  dissatisfaction  with  the  arrangement. 
Like  man\'  oflSeials,  he  achnitted  a  bias  toward  private 
operation  of  municipal  ser\ ices  wherc\er  possible  ( for 
example,  water  is  privateh'  provided  in  Indianapolis), 
and  he  felt  that  garloage  collection  and  disposal  were 
prime  candidates  for  return  to  the  pri\ate  sector.  Since 
DP\\'  is  responsible  for  sanitation  and  air  pollution, 
he  also  felt  that  logically  it  should  regulate  water 
pollution  acti\ities  as  well;  at  present  the  independent 
Health  and  Hospital  Corporation  ( in  charge  of  the 
general  hospital  and  public  health  )  does  this.  DPW 
motor  pool  responsibilities  are  onl\'  tor  maintenance; 
each  department  allocates  its  own  automobiles.  Al- 
though the  DPW  director  wanted  to  retain  main- 
tenance, \\  hich  dovetails  with  the  upkeep  of  sanitation 
e(|uipmcnt,  he  did  suggest  that  allocation  might  better 
be  a  central  responsibilitv  in  the  Department  of  Ad- 
ministration. 

•  Dej)artment  of  Tramportation.  This  is  the  road- 
building  agenc\'  of  the  gON'emment;  it  also  is  respon- 
sible for  street  lighting,  street  drainage,  and  traffic 
engini'i'ring.  .\s  noted  abo\c',  the  responsibility  for 
transportation  planning  is  still  uncertain.  The  Depart- 
ment of  Metropolitan  De\elopment  has  attempted  to 
enter  the  field,  but  the  director  of  transportation  is 
highl\-  dissatisfied  with  MDC's  staffing  arrangements 
for  streets  and  highwa\'s  and  is  not  gi\ing  in  quietly. 
Mass  transportation  in  Indianapolis  is  handled  by  a 
pri\ate— at  this  time,  highlv  successful— bus  company, 
while  the  airport  is  operated  b\'  the  still  independent 
airport   authoritv. 

•  Department  of  Parks  and  Recreation.  The  sixth 
department  is  smaller  than  it  was  under  the  old  city. 
Under  consolidation,  the  Parks  Department  lost  cer- 
tain highwa\'  hmctions,  involving  parkways  and  other 
landscaped  roads,  to  the  Department  of  Transporta- 
tion. In  addition,  as  noted  abo\e,  it  mav  not  buv  land 
for  parks  without  approxal  of  the  MDC. 

The  Citv-Covmty  Council 

One  of  the  substantial  changes  made  In'  Unigo\' 
was  the  consolidation  of  the  cit\'  and  county  legisla- 
tive bodies.  Pre\  iouslv.  the  citv  council  had  nine  mem- 
bers and  the  countv  fi\  e;  all  were  elected  at  large  but 
required  to  reside  in  districts.  Under  interim  arrange- 
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inents  the  cit\'  and  count\'  councils  now  sit  as  a  com- 
bined council  in  which  all  members  ha\e  equal  ^•otes. 
With  this  arrangement,  the  cit\-  has  a  majorit\-  x'ote 
if  its  members  \'0te  as  a  block. 

Beginning  |anuar\-  1,  1972,  tlu'  combined  citv- 
count\'  council  will  consist  of  t\\  ent\'-fi\e  representa- 
tives elected  from  districts  and  four  representatives 
elected  at  large.  General  elections  are  scheduled  for 
November,  1971,  preceded  bv  partv  primaries.  Quali- 
fied voters  of  the  three  excluded  municipalities  will 
be  eligible  to  \ote  for  the  election  of  coimcilmen  from 
their  districts,  the  at-large  representatives,  and  the 
ma\'or.  Because  thi'  1970  federal  census  is  imminent, 
Unigo\'  legislation  did  not  create  the  districts  from 
which  the  t\\entN--fi\'e  representati\es  would  be  elect- 
ed; instead,  it  specified  that  the  districts  shall  lie  as 
nearlv  equal  in  population  as  practicable,  compact  in 
figuration,  and  created  hv  ordinance  of  the  coimcil. 
Unigov  legislation  also  provides  for  a  redetermination 
of  the  districts  e\ers'  eight  ^'ears  after  the  original 
districts  are  created.  The  ratio  of  district-elected 
councilmen  to  population  initialh'  will  be  appro.xi- 
niatelv  1:30,000.  -\  \acanc\'  in  the  coimcil  mav  be 
filled  h\  the  majorit\'  xote  of  the  remaining  members 
of  the  council. 

The  council  is  reiniired  to  set  up  a  watchdog 
standing  committee  of  not  less  than  three  members 
for  each  department  of  the  go\ernment.  .A  standing 
committee  ma\'  investigate  the  policies  and  expendi- 
tures, subpoena  emplovees,  and  examine  an\'  records 
or  accounts  of  its  department.  Finallw  the  council 
has  the  power  to  establish  such  other  committees  with 
such  other  powers  as  it  mav  deem  appropriate.  The 
council  also  has  the  power  to  ha\e  an  audit  of  the 
go\'ernment  made  h\  an  auditor  of  its  own  selection. 

The  council,  as  the  priniar\-  legislative  body  of 
the  government,  is  cmpoweri-d  to  pass  ordinances  con- 
cerning all  affairs  of  the  consolidated  citw  "Included'" 
towns,  townships,  and  ■"conser\anc\-  districts"  (  prior- 
existing  sewer  districts*,  howe\er,  retain  legislati\'e 
powers  with  respect  to  tht'ir  territorial  jurisdictions 
except  that  the\'  ma\-  not  issue  general-obligation 
bonds  or  pass  ordinances  that  are  in  conflict  with  or 
permit  lesser  standards  of  acti\  it\-  than  ordinances  of 
the  consolidatt'd  council. 

In  addition,  two  t\pes  of  special  districts  are 
authorized.  One  is  a  special  service  district,  which 
is  a  district  smaller  than  the  consolidated  city  created 
to  provide  the  propertv  owners  therein  with  a  service 


or  ser\ices.  The  special  service  district  is  a  separate 
body  corporate  and  is  governed  b\'  a  special  service 
district  council  composed  of  the  members  of  the  citv- 
county  council  elected  from  those  electoral  districts 
that  encompass  an\-  part  of  a  special  serxice  district. 
-\  special  serxice  district  council  has  the  exclusive 
right  to  adopt  ordinances,  approxe  a  budget,  make 
appropriations,  and  lew  taxes  for  its  respectix'e  dis- 
trict. 

A  second  t\pc  is  a  special  taxing  district,  which 
may  be  a  district  of  less,  equal,  or  greater  territorial 
limits  than  the  boundarv  of  the  consolidated  cits-.  In 
the  special  taxing  district,  the  propertv  owners  bind 
themsehes  to  pa\'  for  construction  and  maintenance 
of  local  public  improxements,  xxhich  max'  include 
stomi  sexxers,  sanitarx'  sexxers,  flood  control,  drainage 
and  xvater  course  improxements,  parks,  redevelop- 
ment projects,  and  streets  and  roads.  The  council 
must  adopt  a  budget  for  and  gixe  prior  approxal  to  a 
bond  issue  of  a  special  taxing  district,  apparentlv  even 
xx'hen  the  district  max'  be  greati-r  than  the  territory 
of  the   consolidated   citx'. 

-\n\'  tax  lexicd  tor  the  support  of  a  special  taxing 
district  project  or  for  a  special  serxices  district  project 
is  levied  onlv  on  propertx'  xxithin  that  district.  All 
other  taxes  are  lexied  countx-xxide. 

The  budgetary  poxvers  of  the  council  haxe  been 
substantiallx'  increased  under  Unigov  compared  xxith 
those  gixen  the  previous  citx'  and  countv  councils. 
The  council  has  the  exclusixe  poxx'er  to  adopt  budgets, 
lex  y  general  or  special  taxes,  and  make  appropriations 
for  the  consolidated  citv  and  anv  of  its  departments. 
The  council's  fiscal  authoritx'  extends  to  manx'  of  the 
independt'ut  agencies  and  boards  and  to  the  offices  of 
all  of  the  "constitutional "  officers  of  the  consolidated 
gox'ernment  xxhose  pox\  ers  and  duties  have  not  been 
changed  bx'  consolidation.  Thus,  the  council  has  the 
poxxer  to  rexiexx'  and  modifx'  the  operating  budgets 
and  the  tax  lex  ii's  of  the  airport  board,  the  health  and 
hospital  board,  and  the  lil)rarx'  board,  but  it  has  no 
power  xxith  respect  to  anv  bonds  that  mav  be  issued 
bx'  those  boards.  It  also  has  poxxer  to  rexiexv  the 
budgets  of  the  xxelfare  board,  the  election  board, 
xoter-registration  officials,  niunicipal  courts,  court 
clerks,  juxenile  centers,  the  cooperative  extension 
serxice,  and  all  toxxnship  assessors.  ( Xo  bonds  of  anx' 
special  taxing  district  and  no  temporarx'  loan  xvar- 
rants  or  notes  of  anx'  sanitarv,  flood-control,  park, 
redexelopment.     or    thoroughfare    districts     mav    be 
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issued  without  tlu'  prior  approval  ot   tlu'  city-couuty 
couucil.  1 

Tlic  couucil  has  no  budgetary  or  bond-appro\al 
pow  ers  o\er  the  building  authorit\-  ( responsible  for 
financing  and  operating  the  municipal  building),  a 
capital  improNement  board  (responsible  for  financing 
and  operating  a  municipal  auditorium  ),  and  the  town- 
ship trustees.  School  districts  also  are  fiscalh'  inde- 
pendent of  the  council  and  are  empowered  to  le\y 
taxes  (which  account  for  almost  50  percent  of  the 
property  tax)  for  normal  operating  expenses  and  issue 
bonds  for  capital  or  other  impro\ t'lni'uts.  all  without 
council   approval. 

After  the  council  adopts  a  budget,  it  submits  the 
budget  ordinance  to  the  nia\()r.  who  has  a  line-item 
veto.  Upon  approval  bv  the  mavor.  the  budget  bill  is 
transmitted  to  the  C^ountv  Tax  Adjustment  Board. 
This  board  is  ereatt'd  bv  state  law .  which  ev  en  before 
consolidation  had  retpiired  out'  for  evcrv  eountv.  It 
is  the  onlv  agencv  in  the  eountv  that  reviews  the 
budgets  of  all  governments  in  the  eountv.  It  assures 
that  the  budget  has  been  prepared  in  compliance  with 
all  applicable  laws,  that  the  financial  data  and  ac- 
counting reflected  in  the  budget  are  accurate,  that 
the  lew  of  taxes  is  adequate  to  pav  for  the  services 
to  be  furnished,  that  the  bonded  debt  of  the  taxing 
authoritv  does  not  exceed  the  constitutional  limit,  and 
that  other  legal  re([uirements  have  been  satisfied.  It 
also  mav  review  the  budget  priorities  and  mav  amend 
budgets  if  it  sees  fit  bv  reducing  appropriations  and 
carrying  over  funds  from  prior  fiscal  vears. 

As  noted  aliove,  the  ct)uneil  shares  v\  ith  the  mavor 
the  power  to  appoint  members  to  the  advisorv  boards 
that  serve  the  six  major  citv  departments.  It  also  has 
power  to  appoint  an  acting  mavor  and  clerk  of  the 
council  and  to  confirm  the  appointment  of  other 
officials  of  the  govt'rnment  nominated  bv  the  mavor, 
such  as  deputy  mavors  and  the  directors  of  the  De- 
partments of  Transportation,  Public  ^^'orks,  Parks  and 
Recreation,  and  Public  Safety.  These  directors  serve 
for  a  one-vear  term  and  mav  be  reappointed  bv  the 
rnavor  with  eomicil  approval. 

The  coimcil  is  expected  to  adopt  a  streamlined 
procedure  for  receiving  public  testimony  and  opinions 
on  proposed  ordinances  and  resolutions.  Under  the 
proposed  procedures,  a  departmental  committee  (  such 
as  the  one  for  the  department  of  transportation )  will 
hold  the  public  hearing  and  recommend  a  course  of 
action  ( such  as  the  location  of  major  thoroughfares  ) 
to  the  full  council.  Before  the  full  comieil,  only  coun- 
cilmen  will  be  permitted  to  discuss  die  recommenda- 
tions and  other  course  of  actions;  the  public  will  not 
be  allowed  to  present  testimony.  However,  since  the 
council  may  establish  its  own  rules  of  procedure,  the 
council  mav  decide  in  some  instances  to  hold  another 
public  hearing,  thus  vitiating  the  streamlined  com- 
mittee-hearing procedure. 


A  similar  short  cut  in  the  councils  procedures  has 
been  proposed  for  rezoning  matters.  L'nder  existing 
law.  the  citv  and  eountv  councils  sitting  as  a  commit- 
U'v  of  the  v\hole  must  conduct  public  hcLuings  t)n 
rtvoninii  casi's.  I  nder  the  proposed  procedures,  the 
couucil  will  be  permitted  to  pass  zoning  ordinances 
without  hearing  unless  a  majority  of  the  eouneilmen 
vote  to  hold  a  hearing  in  any  particular  ease. 

\ot  all  council  members  \\i\\  be  entitled  to  vote 
on  all  matters  that  come  before  the  comieil.  Onlv  the 
at-large  representatives  and  eouneilmen  from  districts 
ailceted  bv  proposed  ordinances  or  resolutions  v\  ill 
be  permitttcl  to  vote  on  them.  It  was  suggested  that 
this  limitation  v\ould  appiv  onlv  to  zoning  matters 
and  to  issiu's  concerning  tlie  extent  ot  fire  and  police 
protection. 

The  Status  of  the  Municipalities 

Before  consolidation,  Marion  ('oimtv  contained 
nineteen  municipalities  besides  Indianapolis.  Sixteen 
ot  these  are  "included"  in  the  consolidated  govern- 
nunt.  and  three  aie  "excluded."  bv  choice  and  bv 
definition.  All  municipalities  with  populations  over 
5,000  are  excluded;  a]5p;u'entlv .  it  aiiv  of  the  sixteen 
included  numieipalities  grow  larger  than  5,000.  thev 
become  excluded.  The  included  towns  retain  their 
identities  and  mav  continue  to  pertonn  local  functions. 
The  ]irim;uv  dilleience  between  the  included  and 
excluded  towns  is  tfiat  the  hitter  mav  issue  general- 
obligation  bonds  and  pass  ordinances  that  permit 
lesser  standards  than  ordinances  of  the  consolidated 
city. 

There  arc  sever;il  notable  features  to  the  relation- 
ship between  the  consolidated  citv  and  municipalities. 
The  most  striking  concerns  annexation,  which  involves 
;i  transfer  of  jurisdiction.  Included  towns  m;iv  annex 
propertv  tlnit  w;is  unincorporated  before  consolida- 
tion, pursiumt  to  general  lav\  procedures.  An  excluded 
town  and  the  eonsolid;ited  citv  nuiv  exeh;mge  juris- 
diction over  territory  upon  petition  of  51  percent  of 
the  property  owners  in  the  area  to  be  transferred  and 
the  approval  of  their  governing  bodies. 

One  legal  eh;illenge  to  L'nigov  legislation  attacks 
the  provisions  that  entitle  residents  of  the  three  ex- 
eluded  municipalities  to  vote  for  the  mavor  of  the 
consolidated  government  and  at-large  members  of 
the  council.  These  provisions  are  alleged  to  be  part 
of  a  scheme  to  dilute  \egro  representation  on  the 
council  in  that  the  voters  of  the  municipalities  will 
tend  to  vote  for  white  at-large  representatives  whose 
votes  in  the  connc  il  will  cancel  out  the  votes  of  repre- 
sentatives elecled  from  the  "Negro  districts."  The 
justification  fir  these  iirovisions  is  that  residents  of 
the  municipalities  will  be  subject  to  eountv-wide 
ordinanc'cs  e:iacted  bv  the  council  and  to  eountv-wide 
;id  valorem  taxes  levied  for  services  furnished  bv  the 
consolidiited   tiovernment. 
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The  final  notable  distinction  between  tlie  munici- 
palities and  the  consolidated  government  concerns 
police  and  fire  protection.  The  old  city  constitutes  a 
special  taxing  district  in  which  this  protection  is 
afi^orded  and  for  which  residents  are  taxed  according- 
ly. The  consolidated  goNernment  does  not  undertake 
to  furnish  these  ser\iecs  outside  the  old  city,  and  the 
tax  rates  outside  the  old  citv  are  correspondingly 
lower  than  in  the  city.  The  municipalities  presently 
pro\ide  limited  police  protection  and  some  furnish 
fire  protection  as  well.  The  charter  pro\ides  that 
police  protection  can  be  exti'uded  by  the  consolidated 
government  to  the  unincorporated  or  incorporated 
areas  of  the  count\'  upon  tlie  majorit\'  yote  of  the 
council,  and  fire  protection  can  be  furnished  upon 
the  petition  of  the  majorit\-  of  the  property-owners 
in  the  area  to  be  serviced,  subject  to  council  consent. 

Partisanship,  Race,  Class,  and 
Community  Identification 

Unigo\-  was  proposed  for  many  reasons,  and  many 
groups  ha\-e  fa\-ored  it.  Likewise,  Unigov  has  been 
deemed  inimical  to  interests  of  certain  community 
groups  for  many  reasons,  and  many  groups  have  op- 
posed Unigov  and  still  oppose  it. 

Undoubtedh',  one  purpose  of  consolidation  was 
to  make  go\crnment  "more  responsi\e"  to  the  electo- 
rate. Indianapolis  and  Marion  County  suftered  a 
plethora  of  governmental  vmits  and  a  dispersion  of  re- 
sponsibility for  governmental  services.  The  result  was 
a  series  of  independent  authorities  whose  appointees 
were  insulated  from  control  by  the  old  city's  go\ern- 
ment.  When  the  Republican  stars  were  in  propitious 
orbit,  the  time  seemed  opportune  to  change  the  nature 
of  these  authorities.  Unigov  does  just  that,  in  ways 
noted  abo\e.  The  justification  for  the  changes  is  that 
the  authorities  are  being  macU-  more  responsive  to  the 
electorate. 

Another  reason  for  the  changes  in  go\ernmcnt  and 
for  the  forms  that  those  changes  took  has  much  less 
theoretical  appeal  and  is  subject  to  criticism  on  other 
than  partisan  grounds.  For  full  understanding  of  these 
changes  and  criticisms,  some  of  the  area's  competing 
interest  groups  need  to  be  identified.  As  noted,  there 
is  a  strong  tradition  of  hotly  contested  partisan  poli- 
tics; the  Democrats  have  been  po\yerful  in  the  city 
and  the  Republicans  in  the  county,  in  the  General 
Assembly,  and  in  the  state  house.  Also,  the  disparity 
between  the  citv  and  the  rest  of  the  county  along 
socioeconomic  lini's  is  growing;  the  citv  is  increas- 
ingly Xegro  and  niiddle-to-lower  class,  and  the  rest 
of  the  county  is  increasingly  white  and  middle-to- 
upper  class.  Residents  of  the  municipalities,  howe\er, 
cannot  easily  be  characterized  in  the  same  manner  as 
other  "county"  residents.  The  same  partisan  allegi- 
ances, at  least,  ma\'  be  absent,  and  the  extent  of  the 
socioeconomic  grouping  is  in  question.  It  is  true,  how- 


e\er,  that  the  residents  of  the  excluded  towns  share 
a  strong  sense  of  identification  to  their  particular 
town— a  t\pe  of  identification  prone  to  reject  the 
racial,  social,  and  economic  integration  that  might 
(  or  is  perceixed  by  them  to  )  attend  consolidation. 

A  sinu'lai-  sense'  ot  communitx'  identification, 
coupled  with  a  desire  to  control  what  happt-ns  in 
one's  community,  is  shared  by  the  Xegro  population 
in  the  central  city  ("C^'iiter  Town.ship").  One  Negro 
law\'er,  speaking  with  strong  Democratic  o\'ertones, 
charges  that  Xegro  \oting  power  is  being  diluted, 
and  in  pending  litigation  seeks  to  set  aside  those  pro- 
\isions  of  l'nigo\  that  create  the  four  at-large  seats 
(which  he  charges  will  be  "safe  white  seats")  and 
entitle  residents  of  tlie  three  excluded  municipalities 
to  \ote  for  the  ma\ or  and  members  of  the  eit\-county 
council. 

The  proportion  of  Xegro  voting  power  has  indeed 
been  reduced.  The  Xegro  population  of  the  cit)'  is 
25  or  26  percent,  and  the  .Xegro  population  of  the 
combined  city  and  count\-  will  be  about  16  or  17 
percent.  Of  the  total  Xegro  population  of  the  area, 
approximately  ST  percent  li\es  in  Center  Township. 
Extension  of  the  voting  area  of  the  old  city  to  a 
county-wide  basis  will  dilute  the  effect  of  the  Negro 
on  the  election  of  the  ma\()r,  and  ma\'  affect  the 
Negro's  bloc  \ote  power  in  councilmanic  elections. 
The  present  eit\'  council  now  has  one  Xegro  member 
and  the  county  council  none.  Estimates  of  the  number 
of  Negroes  who  will  be  elected  to  the  city-county 
council  range  from  one  or  two  up  to  eight  or  nine. 
The  amount  of  Xegro  representation  on  the  city- 
county  council  will  depend  on  how  district  lines  are 
drawn.  The  opportunitN'  to  gerrymander  the  concen- 
trated Xegro  population  out  of  politics  altogether  is 
\cr\-  limited,  and  the  opportunity  to  draw  district 
lines  that  will  insure  a  limited  number  of  "safe" 
Xegro  seats  much  greater. 

The  ma\or  suggests  that  district  representation 
will  create  Xegro  power  bases  from  which  Xegro 
representati\es  will  ])c  elected  tt)  the  consolidated 
council.  In  his  xii'w,  it  is  no  longer  entirely  up  to  the 
whites,  through  the  ext'rcise  of  part\'  discipline  and 
endorsement  in  part\'  primaries,  to  detemiine  which 
or  how  man\'  .Xegrt)es  will  be  on  the  council.  The 
mayor,  of  course,  predicates  his  assumptions  on  fair 
districting.  He  believes  that  Unigo\-  is  the  best  ye- 
hicle  for  resohing  the  social,  economic,  and  racial 
polarizations  that  face  the  cit\'  and  its  populations 
and  questions  whether  the  Xegro  population  really 
would  benefit  b\-  inheriting  a  citv  that  is  essentially 
"po\'ert\'  stricken."  What  does  it  a\ail  the  Negro 
population,  he  asks,  to  control  a  city  whose  white 
population  has  mo\ed  out,  taking  its  wealth  with  it. 

In  the  end.  what  happens  to  the  blacks  in  Indi- 
anapolis will  depend  not  on  Unigo\',  but  on  the  peo- 
ple behind  it. 


NOVEMBER,  1969 


25 


Conclusion  matt- K-  should  he  judged  iu  tfrnis  of  its  leaders"  ability 

to  resoh'e  the  old  and  new  problems,  for  the  form  of 

Indianapolis-Marion  Count\'  is  less  than  a  whollv  go\'ernment  matters  little  if  the  men  in  go\ernment 
consolidated  goxemment.  In  man^"  respects,  it  still  lack  the  abilit\"  to  use  the  form  as  a  problem-soKdng 
has  \estiges  of  the  two  goxernments.  and  some  of  the  de\"ice.  The  new  go\ernment  in  Indianapolis  is  a  con- 
problems  that  compelled  consolidation  in  the  first  siderable  impro\'ement  o\'er  \y\vAt  existed  before  con- 
place  apparenth"  ha\e  not  been  scjuareh'  resolved  in  solidation;  man\'  of  the  men  who  fashioned  it  are  its 
terms  of  the  form  of  go\-ernment.  Moreover,  this  leaders;  and  the  hope  for  Indianapolis-Marion  Countv' 
analysis  of  the  structure  of  tlic  ne\^"  government  sug-  accordingly  is  that  the\'  \\ill  be  as  imaginative  and 
gests  that  nc\\'  problems  ma\"  be  posed  as  a  result  of  successful  in  resolving  some  of  the  incipient  problems 
consolidation.  as  thev  were  in  de\'ising  the  form  itself. 

The    ne\\'    go\crnnient's    success,    howe^-er.    ulti- 


26  POPl'LAR  GOVERNMENT 


AFDC 

one  Yvay  to  help  the  poor 


BY  LOUIS  O'CONNOR,  JR. 


One  fact  about  the  twentieth 
eentury,  whatever  its  imperfections, 
is  that,  viewed  in  historical  per- 
speeti\e,  it  has  truly  come  a  long 
way  in  taking  a  more  humane,  con- 
structi\-e  approach  to  the  problems 
of  the  poor.  From  a  time  in  which 
the  public  attitude  was  that  pov- 
erty was  a  justified  result  of  moral 
inadequacv,  today  many  people 
have  come  to  realize  that  the  poor 
need  help  that  leaves  them  with 
dignitv  and  gives  them  an  oppor- 
tunity to  do  for  themsebes. 

One  of  the  manv  programs  that 
are  being  extended  to  help  the 
poor  in  this  way  is  Aid  to  Families 
with  Dependent  Children  (AFDC). 
It  is  probably  also  the  most  con- 
troversial and  least  understood  of 
these  programs.  The  misconcep- 
tions about  AFDC  are  many.  It  is 
said,  for  example,  that  the  program 
encourages  illegitimacv.  Yet  the 
great  majoritv  of  illegitimate  chil- 
dren in  North  Carolina  do  not  re- 
ceive AFDC.  Over  the  past  IS 
vears  183,248  illegitimate  children 
have  been  born  in  this  state,  of 
whom  onlv  15,400  ( approximately 
8.4  percent)  currentlv  receive 
AFDC.  Another  contention  is  that 
once  a  woman  becomes  recipient 
of  AFDC,  she  continues  to  have 
children    in    order   to    get   welfare 


benefits.  Our  statistics  indicate  that 
onlv  3.4  percent  of  the  children 
currently  receiving  AFDC  were 
born  after  the  mother  became  eli- 
gible for  assistance.  Moreover,  a 
mother  with  two  or  three  small 
children  who  has  another  child  re- 
cei\es  onlv  pennies  a  day  because 
of  the  additional  child. 

Basically,  AFDC  permits  chil- 
dren depri\ed  of  full  parental  care 
and  support  to  be  brought  up  in 
their  own  homes,  and  it  is  a  pro- 
gram that  mav  expand  in  scope 
and  character  if  the  President's  re- 
ccntlv  presented  welfare  policy  is 
adopted. 

To  see  ho\v  the  AFDC  program 
has  developed  in  North  Carolina, 
let's  take  a  look  at  the  history  of 
public  welfare  here.  In  one  ^^'av  or 
another,  provision  has  alwa^'s  been 
made  for  the  poor  in  this  state— 
from  the  arri\al  of  the  first  settlers. 
Before  statehood,  this  was  a  func- 
tion of  the  church.  For  pm-poses  of 
church  government,  the  colony  was 
di\iclecl  into  parishes.  Each  parish 
was  managed  bv  a  vestiy,  one  of 
whose  responsibilities  was  care  of 
the  poor.  After  the  statehood  and 
the  separation  of  church  and  state 
in  1776,  this  responsibilitv  fell  to 
the  government.  The  count\'  court, 
made  up  of  all  the  justices  of  the 


peace  of  the  county,  was  charged 
with  appointing  a  number  of  land- 
ou'uers  as  overseers  of  the  poor. 
These  o\erseers  \\'ere  to  find  em- 
plo\'ment  for  the  poor,  bind  out 
poor  children  as  apprentices,  pro- 
side  relief  for  those  unable  to 
work,  and  build  almshouses  for  the 
homeless  poor.  This  was  essenti- 
alb-  a  svstem  begun  in  England 
during  the  1500s  and  lirought  to 
this  countr\'  bv  colonists  up  and 
down  the  east  coast  of  America. 
\'ery  little  monev  was  expended  in 
the  care  of  the  poor,  and  public 
relief  was  based  on  the  principle 
that  poverty  was  self-deserved  and 
disgraceful. 

In  1868,  the  framers  of  the  pres- 
ent North  Carolina  Constitution 
took  a  broader  \lew  of  the  prob- 
lems of  indi\'iduals  and  families 
and  recognized  that  provision  for 
the  poor,  the  unfortunate,  and  the 
orphan  \\as  one  of  the  first  duties 
of  a  civilized  and  Christian  state. 
This  same  provision  exists  today  in 
Article  XI,  Section  7,  of  the  North 
Carolina  Constitution.  The  Gen- 
eral Assembly  at  the  1S6S-69  ses- 
sion created  the  Board  of  Public 
Charities  of  the  State  of  North 
Carolina.  Individual  members  of 
that  board  devoted  much  attention 
to   their  duties,   but   the  practices 
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that  had  lx--en  brought  over  from 
England  continued  in  the  latter 
part  of  the  nineteenth  century 
much  as  the\-  had  for  the  preced- 
ing 250  years. 

The  beginnings  of  toda\''s  North 
Carolina  public  \\elfare  program 
were  laid  in  the  General  Assembly 
in  1917  and  1919  \\ith  the  appoint- 
ment of  a  larger  state  board  and 
eoimt\'  boards  of  charit\'  and  pub- 
lic welfare.  The  s\"stem  of  county- 
administered  programs  of  welfare 
began  to  develop  into  what  we 
ha\'e  todaw  The  count\'  superin- 
tendents of  \\elfare  were  assigned 
the  tasks  of  overseeing  of  depend- 
ent and  delinquent  children,  the 
chief  school  attendance  officer,  and 
the  enforcement  of  thi-  child  lal:)or 
law. 

The  year  192.3  is  memorable  in 
the  annals  of  public  welfare  in 
North  Carolina,  for  it  marks  the 
beginning  of  aid  to  depi'udent  chil- 
dren in  their  homes.  This  was 
called  the  "Mothers  Aid  Law."  The 
importance  of  a  child's  own  family 
in  his  development  was  empha- 
sized beginning  about  1920  and  the 
years  immediately  following.  On 
[ulv  1.  192.'3.  a  new  law  in  \\hich 
the  state  provided  funds  for  the 
care  of  "needy  orphan  children  in 
the  lu)mes  of  \vorthy  Mothers"  be- 
came eifective.  The  immense  sum 
of  8.50.000  was  made  available  to 
counties  on  the  basis  of  population, 
if  the  connt\'  matched  from  its  ovv^n 
funds  the  aiuount  paid  from  state 
funds. 

Payments  in  \orth  Carolina 
were  made  not  onl\'  to  worthv' 
widows  but  also  to  mothers  who 
were  witlioiit  the  support  of  fathers 
because  of  divorce,  desertion,  in- 
capacity, or  confinement  to  an  in- 
stitution. .\  three-year  period  of 
residence  in  the  state  was  a  re- 
quirement for  eligibility,  and  one 
year  in  the  county  immediately 
preceding  application  was  speci- 
fied. Only  children  under  fourteen 
years  of  age  were  included  in  the 
provisions  of  the  act.  .\  further 
qualification  of  the  mother  was 
that  she  be  possessed  of  sufficient 
mental,  moral,  and  ph\sical  fitness 


to  be  capable  of  maintaining  a 
home  for  herself  and  child,  or  chil- 
dren, and  be  prevented  onh'  by 
the  lack  of  means. 

Maximum  paviuents  were  not  to 
exceed  840  per  family  "except  in 
extraordinar\-  circumstances."  \o 
provision  was  made  for  the  neces- 
sary expenditures  of  the  mother, 
even  though  caring  for  the  chil- 
dren made  her  taking  a  job  both 
undesirable  and  unlikely. 

The  depression  of  the  19.30s 
c}uickl\-  showed  the  inadequacy  of 
this  countv'-financed  and  state- 
aided  public  welfare  program.  The 
pi'oblems  resulting  from  the  de- 
pression were  nationwide  in  scope 
and  knew  no  county  or  state 
boundaries.  People  looked  to  the 
federal  government  for  action, 
which  soon  came  in  the  form  of 
programs  for  the  aged,  for  depend- 
ent eliildren.  and  for  the  Ijlind. 
M(jst  of  the  moni'V  to  support  these 
programs  came  from  the  federal 
government,  with  the  state  and 
local  governments  required  to  con- 
triliute   as   wtll. 

Tlu'se  new  programs  were  em- 
bodied in  the  Social  Security  .Vet 
)5assed  by  Congress  in  19.35.  In  the 
1937  session  of  the  North  Carolina 
legislature,    the    act    of    1923    was 


law.  It  also  stated  that  all  grants 
should  be  money  payments  and 
that  a  residence  requirement  was 
reduced  to  one  year  for  the  depend- 
ent child.  ,\s  in  the  1923  act,  maxi- 
mum grants  were  specified.  Tlie 
total  grant  was  not  to  exceed  S65 
except  in  extraordinary  circum- 
stances. 

The  main  purpose  of  the  1935 
Social  Security  Act  was  to  provide 
financial  assistance  to  state  and 
local  jiublic  welfare  programs.  As- 
sistance was  denied  to  residents  of 
county  homes  and  other  public  in- 
stitutions, particularly  because  of 
the  poor  reputations  of  county 
homes  generally.  Uniformity  in  ad- 
ministration of  relief  and  elimina- 
tion of  politics  was  sought  through 
the  re(|uirement  that  federally  aid- 
ed programs  be  administered  bv 
persons  who  liad  jiroper  training 
and  expi-rience  without  regard  to 
political  considerations.  Emphasis 
was  placed  on  services  to  public 
welfare  recipients  in  addition  to 
monetary  assistance  in  order  that 
tlu'v  could  more  quickly  become 
Self-supporting. 

Aid  to  families  with  dependent 
children  is  un(|uestionablv  the  most 
controversial     of    all    tlu'     welfare 


This  paper  is  adapttcl  from  .1  lalk  Ix'forc  a  meeting  of  county  social 
sei"\ices  fwiard  mtiiil>crs  held  retenth  at  the  Institute  of  Go\eriiment. 
The  author  is  director  of  tlie  Division  of  Welfare  Programs  in  the 
Department  of  Social  Services. 


repealed  and  the  .\id  to  Dependent 
Children  .\ct  was  passed. 

I'nder  this  new  law,  the  age  of 
thildren  eligible  for  assistance  was 
raised  from  fom'teen  to  sixteen.  In 
addition  to  children's  own  mothi'rs. 
who  alone  could  qualify  for  assist- 
ance mider  the  1923  act.  fathers 
ste[)mothers.  stepfathers,  grand- 
parents, aunts,  uncles,  brothers, 
and  sisters  who  were  maintaining 
tlieii'  own  homes  and  caring  for 
dependent  children  in  them  were 
eligible  for  grants   under   the  new- 


programs  as  well  as  the  most  wide- 
ly misunderstood,  and  it  is  the  one 
that  receives  the  most  criticism.  It 
is  designed  to  assist  children,  but 
because  a  payment  cannot  be  made 
to  an  infant,  or  to  a  four-year-old, 
()]■  even  a  fourteen-year-old,  the 
payment  is  normally  made  to  an 
adult,  usuallv  the  mother.  .And  be- 
cause it  would  serve  little  purpose 
to  make  a  payment  for  a  child  and 
to  let  the  mother  be  without  sub- 
sistence, tlie  payment  normally  in- 
cludes an  adult. 
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Tlie  eligibilitv  requirements  for 
AFDC  are  as  follows:  ehiklren 
must  be  deprived  of  parental  care 
and  support  because  of  the  di-atli, 
ph\sical  or  mental  incapacity,  or 
continued  absence  of  one  or  both 
parents  from  home  and  must  ]ic 
without  adequate  means  of  sup- 
port; adults  in  this  categor\-  must 
be  registered  for  emplo\ment.  and 
if  a  bona  fide  job  offer  is  made 
thev  must  accept. 

The  Social  Security  Act  was 
amended  fourteen  times  from  1935 
thru  1967.  The  first  significant 
amendments  came  in  1956  when 
Congress: 

( 1 )  Broadened  aid  to  dependent 
children  coverage  slightly  bv  in- 
cluding additional  relati\es  with 
whom  a  child  may  li\e  and  recei\e 
this  assistance  and  bv  deleting  the 
school   attendance   provision. 

(2)  Amended  statements  of  pur- 
pose in  all  four  public  assistance 
categories  to  enable  states  to  furn- 
ish appropriate  public  welfare 
services  to  help  recipients  toward 
independent  li\ing.  In  ADC  the 
goal  was  to  "help  maintain"  and 
strengthen  family  life  and  to  keep 
children  in  their  own  homes. 

( .3 )  The  federal  government  also 
began  to  share  in  the  states'  cost 
of  pro\iding  appropriate  ser\ices 
as  well  as  assistance  to  needy  peo- 
ple. 

Beginning  with  President  John 
F.  Kenned\'s  welfare  message  of 
February  1,  1962,  the  entire  legis- 
lative history  of  the  1962  amend- 
ments to  the  Social  Securit\-  Act 
emphasized  the  importance  of  the 
rehabilitation  factor  in  the  public 
assistance  ]")rograms.  His  words 
were  a  reflection  of  the  times; 
■'.  .  .  mereh'  responding  with  a 
'relief  check"  to  complicated  social 
or  personal  problems  ...  is  not 
likely  to  provide  a  lasting  solution. 
Such  a  check  must  be  supple- 
mented, or  in  some  cases  made 
unnecessarw  b\-  positive  services 
and  solutions,  offering  the  total 
resources  of  the  community  to 
meet  the  total  needs  of  the  famih' 
to  help  our  less  fortunate  citizens 
help  themselves." 


To  gi\-e  incentiye  to  the  states 
to  increase  and  improve  services, 
li'deral  matching  in  certain  services 
and  the  cost  of  staff  training  was 
increased  from  50  percent  to  75 
percent  hv  the   1962  amendments. 

l*',acli  state  plan  was  requiri'd  to 
provide  for  the  development  of 
such  welfare  and  related  services 
jirogram  for  each  child  recipient 
as  may  be  necessary  because  of 
home  conditions  and  the  child's 
spi'cial  needs.  It  must  also  provide 
for  coordination  of  these  programs 
with  the  child  wt>]fare  services 
plan. 

The  1967  amendments  brought 
about  so  many  changes  and  new 
programs  that,  even  though  two 
years  have  passed,  many  of  these 


programs    have    not    been     imple- 
menti'd.  These  include: 

The  Work  Incentive  Program 
Extended  Day  Care  Services 
Family  Planning  Services 
Expansion  of  Social  Ser\-ices. 

-Vlthough  the  1967  amendments 
have  not  been  fully  implemented, 
Presid(>nt  Nixon  has  recently  out- 
lined a  new  program  called  the 
"Family  Assistance  Plan,"  which 
would  establish  an  income  floor 
tor  all  families  with  children.  A 
lamilv  with  no  children  would  not 
hv  eligible  to  receive  benefits.  The 
principal  new  group  that  would 
be  made  eligible  under  this  plan 
consists  of  the  more  than  two  mil- 
lion "working  poor"  families  head- 
ed bv  males  working  full  time.  For 


IN  NORTH  CAROLINA  the  program  for  aiding  dependent  chil- 
dren has  gone  like  this: 

•  In  1923  a  Mothers  Aid  Law  made  $50,000  available  from  the  state  to 
the  counties  for  aid  to  dependent  children.  In  the  first  year  205  fami- 
lies and  794  children  benefited. 

•  In  1932— ten  years  after  the  law  was  enacted— 1.148  families  with 
4,592  children  received  assistance. 

•  In  1937-38,  7,959  families  with  22,196  children  received  payments  total- 
ing almost  $820,000,  one-third  of  which  was  federal  money  (under  the 
Social  Security  program)  with  the  remainder  coming  from  state  and 
county  funds. 

•  In  1968-59,  under  an  AFDC  program  totaling  $36,426,735,  a  total  of 
108,814  received  assistance,  with  average  payments  of  $27.90.  Seventy- 
five  percent  of  this  money  was  federal  and  25  percent  state  and 
county. 

Unlike  the  rest  of  the  nation,  until  recently  North  Carolina  has  had 
a  decrease  in  the  number  of  people  receiving  public  assistance  since  the 
fiscal  year  ending  June  30,  1963.  For  that  year  an  average  of  113,037 
individuals  received  AFDC  payments.  Between  1963  and  1968  the  number 
of  recipients  increased  sharply  in  the  nation  as  a  whole,  especially  in  the 
AFDC  category — a  14  percent  national  increase  in  this  category  in  1958. 
During  this  same  1963-68  period,  however.  North  Carolina  showed  a  steady 
decrease  in  AFDC  recipients. 

But  with  the  beginning  of  the  1968-69  fiscal  year,  a  new  trend  began. 
The  Aid  to  Families  with  Dependent  Children  category,  instead  of  con- 
tinuing to  decrease,  turned  sharply  upward,  and  the  average  number  of 
recipients  for  the  year  rose  once  more  to  108,814.  This  was  an  increase 
of  2,087  over  the  previous  fiscal  year.  The  last  few  months  of  the  past 
fiscal  year  showed  a  marked  growth,  with  114,626  recipients  for  June. 
1969.  When  compared  with  June.  1968,  this  figure  represents  an  increase 
of  7.393  AFDC  recipients. 
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a  family  with  no  other  income,  the 
benefit  formida  would  be  $500  a 
vear  for  each  of  the  first  two  mem- 
bers and  $300  a  year  for  each  ad- 
ditional member.  A  family  of  four 
would  be  guaranteed  an  income  of 
SI, 600  a  year  and  a  family  of 
seven,  $2,500.  Exempting  the  first 
$60  per  month  ($720  per  year), 
benefits  would  be  reduced  by  fifty 
cents  for  each  dollar  earned.  Thus, 
for  a  family  of  four,  federal  bene- 
fits would  tenninate  \\'hen  net  in- 
come reached  $3,920  a  year.  For 
a  family  of  seven,  the  cutoff  point 
would  be  $5,720  a  year. 

States  would  participate  financi- 
ally subject  to  a  "50-90"  rule,  under 
which  each  state  would  be  re- 
quired to  contribute  at  least  50 
percent,  but  not  more  than  90  per- 
cent of  what  it  would  pay  as  its 
AFDC    share    under   existing   law. 


Conversely,  for  all  states  the  pres- 
ent AFDC  costs  would  be  reduced 
bv  10  to  50  percent. 

Much  more  could  be  said  for  or 
against  AFDC.  True  enough  that 
many  aspects  of  the  AFDC  pro- 
gram might  be  improved.  But  I 
do  not  buy  the  statement  of  those 
who  say  welfare  is  a  failure.  What 
kind  of  mess  would  our  society  be 
in  today  if  there  had  not  been  a 
welfare    program? 

Social  re\olution  such  as  we  are 
experiencing  todav  all  over  the 
United  States  does  not  happen 
overnight;  it  evolves,  and  there  is 
much  pain  and  sorrow  and,  i/cs, 
suffering  connected  with  it.  We 
are  going  through  one  of  the  most 
diflScult  periods  of  oirr  history.  But 
I  believe  that  the  controversy  over 
welfare,  and  particularly  over 
AFDC,  is  a  healthy  sign  that  pub- 


lic welfare  is  very  much  alive. 

I  agree  with  Wilbur  Cohen,  who 
said,  "For  years  social  workers 
alone  fought  the  battle  for  the 
poor,  the  illegitimate,  and  the  dis- 
advantaged. For  decades  they 
have  been  calling  the  public  at- 
tention to  the  social  causes  and 
effects  of  poverty,  squalor  and 
crime.  By  arousing  public  senti- 
ment and  promoting  social  action, 
they  have  contributed  to  the  ac- 
ceptance of  public  responsibility 
for  meeting  these  problems  that 
we  are  experiencing  today." 

We  welcome  you  as  part  of  the 
social  services  team  to  bring  about 
the  many  changes  that  are  needed. 
Our  job  together  is  to  keep  our 
feet  firmly  on  the  ground  but  to 
be  willing  to  change  wherever 
necessary  to  meet  the  needs  of  our 
fellow  citizens  who  are  poor. 
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In  recent  years  the  Institute  of  Go\emment 
has  conducted  training  programs  for  a  number 
of  foreign  officials  at  the  request  of  the  Agenc\- 
for  International  De\elopnient  of  the  United 
States  Department  of  State.  This  fall  several 
\'isitors  from  Tliailand  ha\e  received  instruction. 

At  left,  posed  beneath  the  Institute  sign,  is 
Miss  Sukon  Kanchanalai,  executive  officer  of  the 
Technical  and  Planning  Office,  Ministr\'  of  Na- 
tional  DeN'clopment  in   Bangkok. 

The  photo  below  shows  six  other  officials 
with  Dr.  Elmer  R.  Oettinger,  who  \\as  in  charge 
of  their  two-week  training  program.  Left  to 
right  ( seated ) :  Winai  Chuanprapan,  Professor 
Oettinger.  Thagerng  Charoensee,  and  Chan'chai 
Chaisai.  Left  to  right  (standing):  Wisut  Tulsook, 
Somchai  Soracha,  and  Somanas  Keokongvot. 
Llpon  their  return  to  Bangkok,  tlie  group  is 
scheduled  to  teach  and  train  other  Thai  officials. 
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GENERAL  COURT  OF  JUSTICE— DISTRICT  COURT  DIVISION 

Conference  of  Chief  District  Court  Judges 

Effective  January   1,   19"7() 

TRAFFIC  OFFENSES  FOR  WHICH  COURT  APPEARANCE  IS  MANDATORY 

1.  All  pk-as  ot  not  guiltw 

2.  All  felonies. 

3.  Anv  violation  resulting  in  personal  injury. 

4.  Driving  under  the  influence.  G.S.  20-138;  G.S.  20-139. 

.5.    Careless  and  reckless  driving.  G.S.  20-140;  G.S.  20-140.1. 

6.  Excetding  the  applicable  speed  limit  bv  over  15  mph. 

7.  Racing   ( prearranged,  spontaneous,  permitting  such    irse   of   an    ow  ned    \i'hicle,    betting    on    prearranged 
racing"^).  G.S.  20-141.3. 

8.  Passing  stopped  school,  seliool  actixitv,  or  chinch  bus. 

9.  Failure  to  vield  right-of-\va\'  to  emergencN'  \chielcs, 

10.  Failure  to  obev  directions  of  a  traffic  officer,  or  of  a  fireman  at  the  scene  of  a  fire. 

11.  Illegal  transportation,  of  liquor,  except  as  in  #7  below. 

12.  Lea\ing  the  scene  of  an  accident  in  which  involved,  or  failing   to  report  sncli  an   accident.   G.S.   20-166; 
G.S.  20-166.1. 

13.  Dri\'ing  while  license  suspended  or  re\okecl,  or  permitting  an  owned  \'ehicle  to  be  so  operated.  G.S.  20- 
28;  G.S.  20-:34. 

14.  Dri\'ing  with  false,  forged,  or  altered  dri\er's  license,  or  permitting  an  ouned  vehicle  to  be  so  operated. 

15.  Anv  \iolation  of  the  financial  responsibility  laws  (Chapter  20,  Articles  9A  and  13). 

16.  Anv  \'iolation  of  the  \eliicle  registration  laws  invohing  stolen  or  altered  registration  plates  or  certificates. 

17.  Anv  violation  in\-ol\ing  a  false  affidavit,  or  false  statement  under  oath,  or  perjurw  G.S.  20-17(5);  G.S.  20- 
31;'  G.S.  20-313.1. 

IS.    Anv  \iolation  in  tlie  same  warrant  or  siuuuions  witli  a  mandator\'  court  appearance  violation. 


TRAFFIC  OFFENSES  FOR  \V  HICH   COCRT   APPEARANCE   MAY 

(on  execution  of  written  ^vaivei   ot  appearance  and  trial,  and  plea 

A.  Speeding  \iolations 

Speed  oier  the  applieable  liuiit.  tujih  0-5 

$15  costs  plus  fine  of  $0 

B.  Other  \iolations: 

1.  Dri\ing  without,  or  \\  ith  expired,  operator's  or  chauffeur's  license 
(except  when  revoked  or  suspended),  or  knowingh'  permitting 

an  owned  vehicle  to  be  so  operated 

2.  Driving  the  wrong  wav  on  a  dual-lane  liighway 

3.  Litterbugging 

4.  Improper  passing 

5.  Failure  to  dim  lights 

6.  Height  and  \\idth  \iolations 

7.  Illegal  transportation  1  (piart  or  less  tax  paid  alcoholic  beverage 
with  seal  broken  in  passenger  area  of  motor  \  chicle  [G.S.  18-51(1)] 

8.  Driving  too  slowh- 

9.  Any  parking  \'iolation 

10.  \'iolation  of  vehicle  inspection  law 

11.  Exceeding  a  safe  speed 

12.  Following  too  closelv 

13.  Failure  to  stop  for  a  red  light  or  stop  sign 

14.  Failure  to  vield  right-of-wav 

15.  Improper  tm^n  and/or  improper  signal 

16.  Driving  the  wrong  way  on  a  one-ua\'  citv  street 

17.  Improper  vehicle  equipment 

18.  \'iolation  of  the  vehicle  registration  laws,  except  as  in  :^13  of  mandatory  appeara 

19.  An\'  other  traffic  \iolation  for  which  court   appearance  is  not  mandatory 


BE  WAIVED 

of  guilty) 


6-10 
$5 


11-13 
$10 


$25  and  costs 
$25  and  costs 
$15  and  costs 
$10  and  costs 
$10  and  costs 
$10  and  costs 

$10  and  costs 
$5  and  costs 
Costs 
Costs 
Costs 
Costs 
Costs 
Costs 
Costs 
Costs 
Costs 
Costs 
Costs 


The  Institute  Calendar  for  January  and  February 

Public  Information  Seminar  Jan.  5-6 

Local  Government  Administration  Jan.  5-31 

Feb.  23-26 

Human   Relation.s  of  Model  Cities  Jan.   12-14 

Jan.  26-28 

Feb.  2-4 

Feb.  9-11 

Feb.  16-18 

Feb.  23-25 


Utility  Management 
Communications  Seminar 

Health  Directors  Conference 

Ju\enile  Court  Conference 

State  Management  Developmi-nt  Training 

Building  Inspectors 


an.  12-15 

an.  16-17 

Feb.  26-27 

an.  15-16 

an.  16-17 

an.  18-23 

an.  23-24 

Feb.  13-14 


Wildlife  Recruit  School  Jan.  26-Feb.   14 

Cit\'  and  Countv  Managers  Seminar  Feb.  4-6 

School  Board  Attorneys  Conference  Feb.  6-7 

Countv  Attorneys  Conference  Feb.   13-14 

District  Court  Judges  Conference  Feb.   13-14 

Wildlife  Superintendents  and  Assistant  Superintendents  Feb.   16-21 

N.  C.  Juvenile  Correctional  Association  Feb.  23 

Wildlife  Patrolmen's  School  Feb.  23-28 

Continuing  Schools 

Highwav  Patrol  Basic  School  Jan.  4-April  10 

Police  Administration  Jan.  6-8 

Feb.   10-12 

Municipal  and  County  Administration  Jan.  8-10 

Jan.  30-31 
Feb.  19-21 


Tobacco 
is  first 


with  us. 


Last  year  we  had  about  one  and  a  half  billion  dollars 
worth  of  tobacco  sales. 

We  are  proud  of  that  fact,  and  of  our  tobacco  friends 
who  made  it  possible.  Growers.  Dealers.  Warehousemen. 
Wholesalers.  Vendors.  Everyone  In  the  tobacco  industry. 

With  their  help,  we  are  first  in  tobacco  sales  in 
the  U.S.A.— and  we  intend  to  stay  that  way. 

But,  like  most  modern-thinking  companies,  we're 
also  expanding  into  other  areas:  Food.  Beverages. 
Aluminum.  Packaging.  Corn  Refining  Products. 
Containerized  Shipping. 

And,  we  need  a  new  name  under  which  all  of  our 

companies  can  cluster.  That's  why        

we  plan  to  become  R.  J.  Reynolds         |p^    I  |q^ 
Industries,  Inc.  This  will  be  our  new      |  Q  |JUJ  n  1 

corporate  logo:  RJ.Reynoldslndustries.lnc. 

R.  J.  Reynolds  Tobacco  Company 

Winston-Salem,  North  Carolina 


